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on 1958 


NEW CELOTEX FIBERBOARD PLANT NEARING COMPLETION AT L’ANSE, MICHIGAN ON LAKE SUPERIOR 


Net sales were $67,726,783 and earnings $3,127,512 in the year 
ended October 31, 1958, compared with sales of $68,629,231 and 
earnings of $3,883,856 the preceding year. After preferred dividends, 
the earnings were equal to $2.79 a share on the 1,028,651 common 
shares outstanding. The 1957 earnings, which included a $395,733 
net profit on the sale of an investment, were $3.52 based on the same 


number of shares. 


The general economic recession and a low level of housing starts 
adversely affected first half results, but in the second half both sales 
and earnings exceeded those of the last six months a year before. 
Sales in our last quarter, usually our best because of seasonal factors, 
exceeded $20,000,000 with earnings equal to $1.52 per share. 
October, the final month, recorded the highest sales of any month 


in Celotex history. 


We are optimistic for 1959. In our opinion, total building activity 
will exceed that of 1958 and housing starts will compare favorably 
with those of last year. With our new and larger production facilities 
we are in a strong position to meet and to share in the additional 
demand for building materials. While we anticipate that competitive 
conditions will continue, we expect our sales and earnings to increase. 


OL Zt aval Z 


CHAIRMAN OF THE BOARD PRESIDENT 


COMPARATIVE STATEMENT OF INCOME 


FOR THE YEARS ENDED OCTOBER 31, 


1958 1957 
Net SALEs. . $67,726,783 $68,629,231 
Costs AND EXPENSES: 
Cost of sales and selling and 
58,832,728 
2,662,365 
Torta. Costs AND ExpENSES 61,495,093 
6,231,690 
(114,178) 
6,117,512 
2,990,000 


$ 3,127,512 


59,206,997 
2,421,379 
61,628,376 
7,000,855 
361,001 
7,361,856 
3,478,000 

$ 3,883,856 


administrative expenses. . . 
Depreciation and depletion.... 


INCOME FROM OPERATIONS... . 
OTHER INCOME (net).... 

INcoME BEFORE INCOME TAXES. . 
PROVISION FOR INCOME TAXES... 
Net INCOME FOR THE YEAR. . 





















ASSETS 
AS OF OCTOBER 31 
1958 
CuRRENT ASSETs: 
Cash and U. S. Government securities. . . 
Accounts receivable (net) . 


$11,514,473 
10,327,867 
6,729,675 
28,572,015 
73,192,157 
25,640,898 
47,551,259 
1,248,900 
818,955 
$78,191,129 


TotaL CurRENT ASSETS. . 
PROPERTY, PLANT AND EQUIPMENT. ....... 
Less: Accumulated depreciation and depletion. . 
Net Property, PLANT AND EQUIPMENT. . 
ENVESTMENTS ...5. 0. 50k cess cease 
Prepaip ExpENSES AND DEFERRED CHARGES 
ToraL ASSETS. .. 


LIABILITIES, CAPITAL STOCK 
AND SURPLUS 


CurRENT LIABILITIES: 


Accounts payable........ $ 3,362,762 


Accrued expenses...... 1,610,251 
Taxes (less U. S. Treasury obligations)... . 727,920 
Payments on long-term debt due within one year 950,000 


6,650,933 
21,400,000 
DEFERRED FEDERAL INCOME TAXES 930.000 
Net Wortu: 

Preferred stock. ...... 
Common stock. . 


5,137,250 
1,028,651 
10,581,140 
32,463,155 
19,210,196 
$78,191,129 





Tota Liasivities AND Net Worth... 






Copies of our Annual Report for the fiscal year 
ended October 31, 1958, are available upon request. 
Write to Secretary. The Celotex Corporation, 

120 South La Salle Street, Chicago 3, Illinois. 
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The Trend of Events 


A CALL TO FISCAL RESPONSIBILITY .. . At a dinner of 
business publications writers on Friday, the Chair- 
nan of the Federal Reserve Board, William Me 
Chesney Martin, was asked an important question, 
to which he gave an answer that should be of in- 
terest to every citizen of these United States. The 
question and answer follows: 

Q. Mr. Chairman — Due no doubt to our loss last 
year of over $2 billion in gold, plus continued deficit 
spending to the tune of $12 billion, we hear disturb- 
ing reports about a growing distrust around the 
world in future stability of the American dollar. 
Can we continue on our current financial course 
without losing face both as a fiscal and as a moral 
force? 

A. My own experience indicates that the doubts 
of our friends abroad relate not to this country’s 
ability but to its will and moral stamina. Overcom- 
ing these doubts requires continuingly responsible 
conduct of our affairs rather than a flurry of dra- 
matic actions. The problem can be stated simply: If 
American goods are priced out of world markets, the 
result will be a decline in business and employment 
at home, attended by great social hardship, and a 
weakening of our position in world affairs, attend- 
ed by vulnerability to hostile 


second requirement is that we increase our pro- 
ductivity and pass benefits therefrom to the con- 
sumer, thus raising our standard of living and 
fostering economic growth on a sustainable base. 

“The way is clear. The will must be shown.” 

Unassailable logic, I would say. But it has a 
familiar ring: I seem to recall hearing those words 
and phrases before, including the days preceding 
our last ride down the toboggan. Everybody in 
Washington seems to know what we should do. All 
we need is some one with the answer to: “How?” 

Benjamin Franklin wrote the answer in 1770, 
when he said: “My rule, in which I have always 
found satisfaction, is, never to turn aside in public 
affairs through views of private interest; but to go 
straight forward in doing what appears to me right 
at the time, leaving the consequences with Pro- 
vidence.” 

All wise men throughout the ages have found 
this to be a basic commonsense conception, and in 
practice has produced the rewards men value the 
most — a recognition of their integrity and un- 
selfish sound judgment. In war torn France we 
find such a personality in De Gaulle, who has won 
the confidence of the people by their faith in his 

integrity — in Germany it is 





forces. Fortunately the solu- 
tion is equally simple to state: 
The first requirement is that 
we balance our budget and 
keep our financial house in 
order; which means we must 
pay for the national needs 
expressed in the budget in- 
stead of giving IOU’s or print- 
ing more paper dollars and 


ec ? regular feature. 
thus driving prices up; the 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


Adenauer, whose wisdom and 
inspiration toward construc- 
tive effort has taken West 
Germany from the ashes of 
war to the position of a 
healthy state—and Churchill, 
whose _ inspiration brought 
the British people through 
their greatest trial. Our need 
is an American ready to act 
on similar principles. 











BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: 1907—“Our 


52nd Year of Service’”—1959 
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As 9 See JL! 


by Charles Benedict 


WHAT WAS THE REAL PURPOSE IN 
ANASTAS MIKOYAN’S VISIT TO THE UNITED STATES? 


Acruaty there were a number of related rea- 
sons. And, I believe, that as a result of what Soviet 
First Deputy Premier Mikoyan learned by observa- 
tion during his travels, and in his discussions with 
Congress, top government officials, big business and 
bankers, (and he is a keen analyst), he has come to 
see the United States in quite a different light — to 
recognize that we are not to be intimidated like one 
of the small states the Soviet Union is accustomed 
to dealing with. 

If he thought that we would capitulate to Khrush- 
chev’s demands on Berlin, and that, out of fear, we 
would further appease the Soviet Union with special 
trade concessions and long term credits (that may 
never be repaid), he found he was greatly mis- 
taken. 

Mr. Mikoyan’s visit was perfectly timed to this 
purpose, coming as it did on the heels of the ulti- 
matum on Berlin, and following the NATO Confer- 
ence in Paris, which rejected Khrushchev’s pro- 
posal out of hand, and presented a picture of soli- 
darity between the United States and the Western 
powers, in place of the bickering and disunity that 
had existed heretofore. 

Mr. Mikoyan had the assurance to think that he 
could upset the balance again because he had under- 
estimated our psychological resiliency and our 
strength. 

Where for years Russia had concentrated her 
devious techniques on the people of the Western 
European States for the purpose of disrupting the 
defensive NATO alliance, Mikoyan now tried to 
work from this end, by tackling the United States 
directly in an attempt to arrange a settlement be- 
tween this country and Russia which would prac- 
tically ignore Western Europe and its interests. 

So fearful were the allies regarding the consum- 
mation of such a bilateral agreement, that the 
various European governments developed a state 
of jitters, and the hue and cry that arose in the 
press extended from the Danube to the Thames. As 
matters have turned out, whether Khrushchev was 
wise in trying to plant the seeds of suspicion is a 
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moot question, because, from present indications, 
his maneuvering is bound to boomerang rather tha 
accomplish his purpose. 

The possibility of any shift in our position 01 
Berlin was killed off shortly after Mr. Mikoyan’s 
arrival, when, in response to a question from « 
reporter as to whether the Soviet Union was likel) 
to ease its demand on making Berlin a Free City 
he replied “‘Why change? One does not change < 
good position’’. 

And later, he made another remark that will be. 
come a classic, when, during his interview on ‘Meet 
the Press”, he said that only West Germany was 
involved in Khrushchev’s plan for Berlin, that the 
Free City status did not apply to East Berlin since 
it was the capital of East Germany and could not 
be changed. 

Altogether, the very evasiveness of his answers 
to various questions was highly revealing, and, in 
fact, it would have served his purpose better to 
have answered frankly — to explain. 

Only Mr. Mikoyan’s charm and personality kept 
his responses from seeming arrogant and threat- 
ening. 

Gradually it became clear that Mr. Mikoyan was 
not empowered to make political adjustments on 
Berlin, but to hold out the hope that the easing of 
trade restrictions might produce a compromise. In 
a word, the basic purpose of his visit was to further 
Russia’s 7-Year Plan for expanding its industrial 
capacity, simultaneously with raising the standard 
of living promised the Russian people. 

From his arrival, and to the last day, he had 
been working for a deal that would greatly expand 
Russian trade with this country, in which the pur- 
chase of consumer goods loomed large, and man- 
euver the United States into footing the bill. In 
fact, the only time he lost his composure, and his 
temper flared, was when his trade deal was flatly 
turned down by the State Department, indicating 
that the prime objective toward which he had been 
working had fallen through. 

Yet, Mr. Mikoyan’s visit to the United States was 
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a plus for us, for while he was learning about us, we 
were also learning about Russian thinking from 
him, confirming many of the ideas we had regard- 
ing their attitude and their intentions toward us. 
For his part, if Mr. Mikoyan was thinking of our 
depression of 1958 in terms of conditions that 
existed in 1936, when he was here last, he was 
quickly disillusioned by what he saw everywhere he 
went. He had not expected the enormous expansion 
which had taken place in the past 23 years since 
he was last here, and he was deeply impressed. 
Cetting around in 


revamp the entire system of news-gathering in the 
United States — steps that are likely to produce 
a shake-up, too, in Soviet diplomatic reporting, due 
to the sharp contrast between the real America and 
the distorted picture of the United States presented 
by the Soviet press, which has concentrated on 
crime, civil rights disturbances, and juvenile de- 
liquency, the kind of news that is common to every 
country around the world today, and is not confined 
to the United States, — but exists in Russia as well. 

In addition, there is the slanted news by our 
politicians, such as the 
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he .aw for himself that \ 

ou: country had not 

been seriously hurt by —_ a 

the depression, which P WE WANT | 
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ha reached _ serious 

pr« portions in the light 
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hi. thinking in connec- 
tic: with the economic 
w: rfare which the 


So: iet Union is waging 
aginst us. 

dealogically, too, he 
mist have observed 
that we can give the 
Communist system 
cards and spades in 
knowing how to spread 
wealth among the 
masses, who in the 
U.S.A. are enjoying a 
living standard com- 
parable to that of only 
the wealthy Europeans. 

if Communist ideas 
regarding capitalism 
had not been so hide- 
bound, they would have 
known that the tre- 
mendous productive ca- 
pacity of our industrial machinery made it neces- 
sary to greatly expand markets among all income 
classes in this country, which automatically raised 
our standard of living, because the well being of 
big industry depends on the accelerated consump- 
tion of consumer goods by the masses. To find 
almost every worker owning a car, and even a second 
ear, television, vacuum cleaner, electric washing 
machine and mechanical equipment of all kinds must 
have been a revelation to him, and gave him some- 
thing to think about. 

And when he saw the great network of roads 
stretching from one end of the country to the other 
— Government financed and paid for by the taxes 
of the people of these United States — he for the 
first time realized that our free enterprise Democ- 
ratic system had accomplished what in previous 
ages autocratic governments had considered pos- 
sible of realization only with the use of slave labor. 

All in all, Mikoyan’s first-hand picture of the 
United States will cause the Soviet Union to revise 
its warped conception of our position and our 
future. 

Already steps have been taken by Mikoyan to 
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oe statement made by Sen- 

‘ - ator Stuart Symington, 

3) Democrat, in which he 

|. » forecast a 4 - to - 1 Red 

* missile lead by 1961. 

(= 3\ ' This was pure conjec- 
72's 


. ture, and seemed mere- 
ly to be an answer to 
Mr. McElroy’s | state- 
ment in the morning re- 
garding an operational 
intercontinental ba] - 
listic missile, yet it was 
given harmful front 
page billing in the press. 

It is the sensational 
handling of this type 
of news that has creat- 
ed an erroneous impres- 
sion of the position of 
the United States and 
misled Soviet leader- 
shiv as to the true state 
of affairs in our country. 

As we all know, re- 
porting in the Soviet 
press is the result of 
the slanted view-point 
insisted on by the pow- 
ers that be, and I doubt 
that it will be rectified, 
because the policy to 
make the people believe 
what they want them to 
believe, is inherent in the Communist system. As 
heretofore, the press has followed the party line, 
and omitted the favorable aspects of the Mikoyan 
visit, just as they have the various constructive 
developments taking place in our country for many 
years past. 

In ordering Mr. Mikoyan back from his vacation 
five days ahead of time, Premier Krushchev was 
undoubtedly seeking a first-hand report on the state 
of our nation before he addresses the Communist 
Party Congress next week. 

In the meantime, a Soviet whispering campaign 
is saying that secret Russo-American negotiations 
are going on that will produce key changes in U.S. 
policy in Germany under a settlement of world 
problems, and is fanning the flames of suspicion, 
keeping U.S. diplomats busy denying these planted 
rumors. Even Red China seems to be worried, and 
Chou En-lai was an early arrival on the scene. 

Even though the State Department has pointedly 
denied, against insistence from Soviet sources, that 
an historic turning point has been reached in the 
relations between the United States and Russia, the 
next few weeks should give us the answer. END 
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Inflationary Market Continues 


The market remains dominated by emphasis on long-range inflation and expected further 
business expansion. Both have been proadly discounted for the present. Recent demand 
for stocks has been less aggressive, the cross-currents more numerous. Better buying op- 


portunities will develop on coming sell-offs. 


By A. T. MILLER 


Selective upward tendencies in the stock mar- 
ket were extended during the last fortnight, but 
without impressive momentum. So far as the aver- 
ages are concerned, the going on the upside has be- 
come laborious at least for the time being; and the 
net changes in seven consecutive trading sessions 
through the end of last week were slight. Nearby 
movement either way out of the recent congestion 
area will bear watching. It could be downward. 

In this area the industrial average has so far been 


MEASURING MARKET SUPPORT 
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confined to about a 2-point range, although it «lid) 
reach a new all time closing high of 597.66 on Jin- 
uary 21 before easing slightly thereafter. It has ‘et 
to close above the perhaps interesting, but not tech-| 
nically significant, 600 level which has twice been 
shightly exceeded on an intraday basis in recent 
sessions. Rails have been making a line since exteid- 
ing the prior rise of the average to 167.38 on Jan- 
uary 15. At the best level last week utilities were up 
slightly to another new postwar high. Today’s ‘n- 
vestors evidently do not care that util ty 
dividend return of about 3.7% is mate. 
rially under average prime utility bond) 
yield of 4.3%. i 


“No Evidence Of Top” 
It is argued that there is no “posi- 


tive” technical evidence of any kind of 
top. That is true enough, but there is 





never positive evidence of a pre-reac- 
tion top until the market has receded 
substantially therefrom; and rarely can 
the timing of even a major top or bot- 
tom be much more than a matter of 
guesswork. The idea that big advances 
or declines “wear out” gradually over a 
period of weeks is not well founded. 
Rarely does the market hesitate long in 
immediate vicinity of a top or bottom. 

Basis for more than temporary mar: 
ket shakedowns, regardless of their 
scope, can hardly be cited until — right 
or wrong — the consensus begins to re 
flect growing doubt about the continua; 
tion of the expansion cycle in business 
activity, corporate earnings and divi- 
dends. As the recovery is still fairly 
young, no such change is likely for somé 
time. Neither is positive Government 
action — as distinct from talk — to end 
the present concern with the long-rang4 
inflation threat. 

On these premises, a familiar theory 
today is that no market reaction is like} 
ly to go much, if any, beyond about 5% 
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from high to low closing 
level of the industrial av- 
erave. That remains to be 
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buy or hold the averages; 
and, in a market so largely 
influenced by institutional 
and other professional “switching-around”, the vul- 
nerability in many stocks can prove to be uncomfort- 
ably wide. How can you get hurt today with indus- 
trial average around its best level ever? Well, here 
are some stocks which are now down plenty more 
than 5% from their 1958-1959 highs: American 
Cyanamid 12%, Byers 16%, Caterpillar Tractor 
10%, Copper Range 17%, Ex-Cello-O 15%, Foote 
Mineral 23%, Magnavox 17%, Consolidated Elec- 
trodynamics 24%, National Cash Register 16%, 
Aleoa 12%, Raytheon 16%, First Na- 
tional Stores 14%, Thiokol 10% and Texas Instru- 





ments 20%. 


No doubt there are many other similar adjust- 
ments coming in over-valued stocks, whatever the 
averages do; and, in any general reaction of even 
5%, numerous individual declines will exceed those 
cited in the preceding paragraph. 

It is true that institutional funds are playing a 


is big role in this market; and that, as long as the 
business-financial fundamentals are considered ex- 


pansionist, they will be buyers of stock on balance, 
even though their present market policy in many 
cases is less aggressive than in prior months. It is 
also true that many individuals are long-term inves- 
tors who continue to put accumulating surplus funds 

mostly in Blue-Chip stocks, and who will stand pat 


Bi on such holdings regardless of interim market 
~ (swings. 
LO 
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Gamblers on Prices 


On the other hand, it is apparent that since the 
Spring of 1958 there has been a bigger relative in- 
crease in speculative demand, as reflected in opera- 
tions of Big-Board member firms for their own ac- 
count, floor traders, other professionals, and ama- 
teurs who in large measure are gamblers on prices 
rather than buyers of values. 

So viewed, the market is like a house with a 
strong foundation and sound walls — but a some- 
what flimsy roof built by the speculators: a roof 
which will not stand intact when a little bad weather 
comes along, or when speculators get a concerted 
notion for any reason or no reason, as they do from 
time to time, that they had better beat the other 
fellow to it in profit taking. The market “roof” is 
more speculaive than in a long time; and any crum- 
dling of it could for a time do more damage to senti- 
ment and therefore to the averages than you might 
suppose. Some people seem unaware that there is no 
such thing as a one-way market. 


Some Earmarks Of Speculation 
Indicative of speculation, the cats and dogs are in 
greater favor than in many years, and stocks run up 
3 to 5 points on news of developments which could 
possibly add modestly (Please turn to page 500) 
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THE MOST UNUSUAL 






BUDGET MESSAGE EVER DELIVERED 


By James J. Butler 


HERE are surface similarities between the Pres- 

ident’s Budget Message presented to Congress 
Jan. 19 and the one he offered a year ago: in each 
instance a balanced budget and an operating surplus 
were envisioned, predicated upon higher tax receipts 
and judicious Federal spending. 

One year ago we commented, in this space: “The 
balance between Treasury income and outgo is, at 
best, a guess. A bad guess, it will prove this year.” 
Unless there arises a taxpayers crusade under the 
leadership of the President, and a responsive Con- 
gress, that forecast will hold true for the Fiscal 
Year beginning July 1. 

Instead of a $400 million surplus foreseen by Ike 
one year ago, we have come up with a deficit which 
may go as high as $12 billion, depending on business 
conditions and tax receipts. 

The President’s rationale for a balanced budget 
is impressive. But White House proposals are not 
self-implementing. Contemplated is the provident 
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turn of forces beyond the Chief Executive’s reach, § 


plus the wise use of those which are in his hands 
and those of Congress. Whether the President’s 
guess on income-outgo will be closer to the mark 
is a question that is substantially within the control 
of Congress. 

Mr. Eisenhower told Congress the Federal Gover- 


nment can carry on, and take care of expanding § 


needs, with a budget of $77 billion; that it can col- 
lect, mostly within the existing frame-work of taxes, 
$77.1 billion. He told the lawmakers they can look 
forward to tax reduction in early future years if 
they accept his proposals. This time the President 
was not taking the risk he took a year ago in esti- 
mating receipts. Always somewhat risky, it is based 
now on signs that there is a genuine business boom 
ahead. Last year it looked hopefully to retention of 
the status quo—certainly not getting worse and 
likely to get better. 
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Political Realism 








When last year’s Message was delivered, the dem- 
> ocrats in Congress had a thin numerical edge. Ahead 
) was the off-year election which would decide the 
5 makeup of the 86th Congress. The two parties were 
determined to approach it on the basis of contrast- 
ing practices: the GOP was sworn to economy in 
Government, reducing expenditures until it hurt, 
and then giving the wringer one more full twist; 
the iemocrats with various slogans which added up 
to the same result were pledged to “make the voters 
hap»py’—the farmer, the industrial worker, the 
§ Soci 1 Security claimant, the army of Government 
} emyioyees. Those two ideologies met at the polls 
\ last November. The result was a rout of the re- 
§ pub'icans, an indorsement of the democrats. Ike is 
) ask 1g an overpowering number of democrats now 
§ to» pudiate the platform on which many of them 
beli ve they had been elected, or re-elected. 

} illing in the Capitol corridor after the Budget 
Me sage had been re- | a ees 
lead and its high- | Where it will come from... 
po: nts digested, one | _— Se 
wil: democratic House 
mer iber smirked: ‘‘He’s 
ask ng us to vote our- 
gel\es out of a job!” 
Th: re is very little Con- 
gress can do to alter 
substantially the busi- 
ness cycle. But, always 
within their own lights, 
they can vote job-in- 
suring appropiations 
to protect themselves. 
There remains the Pres- 
idential veto power, ex- 
pected to be used gener- | 
ously in the Fiscal Year : 
beginning July 1. If the Executive Office of the President « 
democrats withhold fin- 
al action on appropria- 
tions bills until close to 
the end of the session, they might mousetrap the 
White House: the President signs the bills or the 
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departments and agencies enter the new year with 
empty treasuries. If the contest between the two 
each, §branches of government becomes a fight-to-the- 
lands finish, Congress could even withhold funds to pay 
lent’s the President’s salary and to operate the White 
mark § House. It is extremely doubtful that the forces of 
mtrol § legislative sanity could be thrown into such a tails- 
pin. Inherent in the situation though, is a challenge 
over-and a test of the patriotism of Congress and its 
iding § willingness to legislate in the public interest. 
n col- Before the truckloads of copies began moving 
axes, } from the White House annex to Capitol Hill, the 
look }ingredients of an unbalanced budget had come into 
rs if }¢xistence. Democrats, irritated at the advance pub- 
ident | licity given a balanced set of figures, saw in the 
esti- | 4ming a tint of politics. Ike was putting it up to 
aiand them to become the “unbalancers,” if that were to 
, happen. When the White House “leaked” the know- 
boom ledge that a $100 million surplus and the prospect 
On Ol Sof tax adjustment at an uncertain future date were 
- and | within the decision of the democrats, they appeared 
te regard it as a political challenge to be accepted: 
JANUARY 31, 1959 
















Breakdown of Income and Outgo 


they flooded Senate and House hoppers with big 
money legislation. 

While the President has softened his sweeping 
charge of “spenders” against the democrats to a 
statement that “some of them show a proclivity for 
spending” it might be in the national interest to go 
even farther. One of the first to sidestep the White 
House plea for a non-spending attitude was Senator 
Prescott Bush of Connecticut, an old reliable of the 
GOP. He proposed $1.5 billion in grants over a 
six-year period to carry on the slum clearance pro- 
gram. The President was to propose proceeding on 
the basis of one-third of that amount: $100 million 
next year. 

3ush, nevertheless, placed his recommendation in 
the form of a bill and took the floor to say: “This 
program must be made available for the urgent 
task of preventing the further decay of the cities of 
America.” 

And another crack showed in the ‘economy bloc”’ 
when Senator Harry F. Byrd, who had enthusiasti- 
cally acclaimed the pay- 
as-you-go program of 
the White House raked 
the Navy over the 
coals: The Virginian 
assembled Congressmen 
from his and the neigh- 
boring state of Mary- 
land to unite in fighting 
plans to clase the Chin- 
coteague Naval Air Sta- 
| tion. The station em- 
\ | ploys 800 civilian con- 
| stituents and 3500 mili- 
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FISCAL YEAR 1960 ESTIMATE 
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tary personnel. The 
Chincoteague Station is 
one of 30 installations 
in 17 states which were 
marked for closing for 
reasons of efficiency 
and economy. Congres- 
sional delegations from 
the other 29 areas have 
not been heard from. They will be heard, no doubt. 

Since enthusiasm and wishful thinking aren’t 
budget balancing guarantees it must be borne in 
mind that the most potent influence in Congress, 
Speaker Sam Rayburn, had this to say after assur- 
ing the President’s view will be examined: “We (the 
democrats) will write the ticket!’ He had just given 
his blessing to a multi-billion dollar omnibus hous- 
ing bill, later introduced by Rep. Albert Rains, Ala- 
bama democrat. After counting heads, Rains said 
there is no doubt that the bill will be enacted. He 
said he already had assurance from the Senate 
leadership that the measure will have priority on 
that side. The housing bill which won Senate ap- 
proval last year provided for spending of $2.4 bil- 
lion. It was lost in the pre-adjournment rush in 
the House. 

President Eisenhower’s economy budget not with- 
standing Senator Lyndon Johnson, majority leader 
in the Senate, disclosed that his party will place its 
interest and controlling vote behind an airport bill, 
a depressed areas bill, and Federally-aided housing. 
President Eisenhower last year vetoed a depressed 
areas bill involving an outlay of $275 million, and 
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an airport construction bill calling for $575 million 
in grants-in-aid. 

The foregoing discussion presents some of the 
less heartening facts bearing upon the outlook as 
the Budget Message is being scissored for submis- 
sion of its many parts to committees in charge. To 
ignore their existance or to underestimate them is 
to move unarmed into a battle in which the vitality 
of the Federal Government, the value of the dollar 
and its prestige in the world of trade and com- 
merce, and our political standing among nations 
could be at stake. To brush these facts aside on the 
theory that “‘it can’t be, because it shouldn’t be,” is 
blinding to reality and purchase of temporary 
mental comfort at too great a price. The alternative 
is action — not the action of passing resolutions or 
of agreeing vehemently with those who already are 
equally convinced but action that comes to the direct 
and immediate attention of Senators and — 
tatives—of both parties. 


Not a Cheap Budget Budget Trends 

The President’s esti- 
mates of costs of gov- 
ernment do not com- | 
prise a “cheap budget.” 
It doesn’t contemplate | 
austerity or even | 
skimping. Mr. LEisen- | 
hower recommends the 
largest peacetime bud- | 
get ever; there are few | 
occasions when any 
other President con- 
sidered needed operat- 
ing funds in the 
amounts he proposes. 
The total is $2 billion 
more than some of his 
advisers have told him 
would be practicable, with only fair economic re- 
covery. There is more defense money, more mutual 
assistance (foreign aid) than at present; it will 
give a full year of pay increase to millions of mili- 
tary and civilian employees of government who 
were on a higher level for only a part of the cur- 
rent year. It is a budget in harmony with Ike’s 
State of the Union Message in which he declared, 
in effect, there is no ceiling on necessary spending, 
but no room for waste. 


1950 1952 


Fiscal Years 


1951 1953 1954 
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Federal Income Prospects 


Government spending in the current Fiscal Year 
will be in the area of $80 billion. The official esti- 
mate of revenue for Fiscal 1959 is $67 billion. How- 
ever, if business continues to improve it should be 
somewhat higher. An increase in Treasury receipts 
from 1959 to 1960, of $9 billion, would be necessary 
to balance the new budget. No less an authority than 
Chairman Wilbur Mills of the Ways & Means Com- 
mittee (a democrat) says a continuance of the busi- 
ness pickup at the present rate would produce tax 
income next year between $75 billion and $78 bil- 
lion. In Fiscal 1956 when the economy was recover- 
ing from a previous recession, revenues jumped by 
almost $8 billion — with no increase in tax rates. 
No general tax boost is planned next year. For each 
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1955 





Surplus or Deficit Years 


$1 billion increase in total personal income, Federal 
revenue rises approximately $150 million, accord. 7 
ing to Chairman Mills of the tax-writing commit- |) 
tee. In November, personal income was at a season- | 
ally adjusted annual rate of $2.5 billion higher than 
in the preceding month. The pickup has continued 
at an accelerated pace. 


Expenditure Drops Contemplated 


There are changes in big items of expense which 
the President is counting on to brighten the Fede: al 7 
books. Current items of cost which are not recvr- 
ring — won’t be staring the Treasury in its ledgers 
next year. The soil bank of the farm plan automa i- 
cally drops in maintenance expense, temporary in- 
crease in unemployment benefits is not again in 
sight. It is slanted bookkeeping to take this yea)’s 
anticipated Treasury revenues of $67 billion, sub- 
tract from the probable spending figure of $80 b |- 
lion, and come up wih 
$12 billion as the proo- 
lem that stands in t.e 
way of a balanced bu1l- 
get. It is more realistic 
to accept the Pre:i- 
dent’s figure supported 
by Chairman Mills’ o>- 
servation and, more inr- 
portant, by the facts of 
tax collection, and use 
that as the income 
figure for next Fiscal 9 
Year. There you have 
$77 billion. Take the 
non-recurring charges, 
plus added income from | 
an increase in the gaso- 
line tax, added postal 
revenues, and new user 
charges for Federal 
services, and the dis-? 
parity between income and outgo measures up tof 
about $1-2 billion — without slashing anything, 
anywhere. The job that faces the government, there- 
fore, is to cut not more than $2 billion; plus, of 
course, refrain from inaugurating new and costly 
financed or aided programs on local levels. 

So as not to err on the side of oversimplification, 
it must be pointed out here that to accept Ike’s bud- 
getary proposals to Congress, and also enact any 
substantial part of the projects contemplated in bills 
already before Congress (taking for this purpose 
only those rated likely to pass) would wreck the 
notion of a balanced budget for Fiscal 1960. 
Whether Congress, with the November “mandate” 
will be willing to wait, for example, for the Presi- 
dent’s promised message “‘to define more clearly the 
proper roles of the Federal Government and the 
local school district,””’ meanwhile extending class- 
room aid only to Federally- impacted employment 
areas and military installations, raises an inquiry 
that cannot be answered today. Will Congress ignore 
the Rains housing bill and others which will be 
submitted, and follow the President’s program: “|! 
shall not ask for authorization for any additional! 
(housing) units’? 

In Conclusion 


In Washington there appears to be less doubt tha 
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tax revenues can be built to $77 billion within the 
existing Revenue Act, than there is skepticism that 
the Government can be run on $77 billion next year 


' without sacrificing essential services. But here is 


than & what the President says can be done with $77 
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® Strengthen the effectiveness of our Armed 
Forces by further modernization and by improved 
eliciency of operations; and strengthen the free 
world security by continued military assistance 
t» our allies. 

pm Assist free nations in their 
nent through well-considered 
>» Promote scientific research 
y ation. 


»-Carry forward current 


economic develop- 
programs. 
and space explo- 


The President’s legislative program includes a 
4-year schedule of grants for construction of civil 
airport facilities; loans and grants to aid areas of 
chronic unemployment; a 6-year program of urban 
renewal capital grants; revenue bond financing for 
TVA generating facilities; item veto on legislatign 
involving expenditures of money; broadened cover- 
age of the wage-hour law; laws against labor- 
management racketerring and excesses; continuance 
of the corporate tax at present level; continue the 
Selective Service draft. 

The above are examples. They cannot exhaust 
Even those who do not share Ike’s fiscal views 
agree that he has left few topics uncovered, 
the story told in a 1027-page detailed budget. 
fewer neglected. There ap- 





yublic works programs 

-— now larger than ever 

| efore. 

®-Continue at a high 
vel programs which 
romote the general wel- 
ire of our people. 

Foster community de- 

\elopment work with in- 

creased local participa- 
on. 

» Discontinue temporary 
mergency measures and 
trengthen permanent 
rrograms for economic 
stability. 

Continue the adjust- 
nent needed for a freer 
igricultural economy 
vith less reliance on the 
ederal Treasury. 

Reduce the burden on 
the general public for 
services to. special 
xroups. 

®»Encourage private 
lending through flexible 
interest rates for Gov- 

ernment credit pro- 

grams. 

& Achieve long-run econ- 

omies by adapting pro- 

grams to changed circumstances. 


Space Exploration 
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The President’s new receipt proposals are: 


1. Raise motor fuel tax to 414 cents per gallon. 

2. Increase postal rates to produce an additional 
$350 million. 

3. Enact an equitable plan for taxing income of 
life insurance companies. 

4. Enact corrective legislation relating to tax on 
cooperatives. 

5. Raise aviation gasoline tax to 414 cents per 
gallon and place a new 41% cent tax on jet 
fuels. 

6. Revise rules for computing percentage deple- 
tion allowances to insure that they are limited 
to mining processes. 

7. Adjust fees and charges so that persons re- 


ceiving special services will more nearly pay 
the cost of such services. 


JANUARY 31, 1959 


Total Budget 98.4 
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pears to be no fundamental 
quarrel with the premise 
that he is moving in the 
right direction, The fight, 
and it will be a tough one, 
is to produce answers to 
the question: “Is the Presi- 
dent moving far enough 
and fast enough?” 






President's Economic Report 


Fiscal Years and Recommendations 
1959, 1960 Estimate 









President Eisenhower’s 
economic report to Con- 
gress places victory over 
inflation as the No. 1 do- 
mestic issue, names run- 
away prices as a major 
problem to be overcome, 
puts it squarely up to man- 
agement and labor to wage 
the war, and states the 
alternative to victory is a 
choice between ruinous 
inflation or stifling govern- 
ment controls. 

3etter business fore- 
seen with no promise that 
a boom is directly ahead. 
Within the framework of 
reasonable prices, the 
President sees the weapons to defeat the forces of 
inflation. With especial attention to organized labor, 
he counselled against the mistake of believing that 
the economy can be strengthened by a passive atti- 
tude or, in fact, anything short of sacrifice, if not 
austerity. 

Implementation of the employment act of 1946 
demands congressional action to stabilize prices by 
encouraging maximum production, employment and 
purchasing power, the Presidents message conveyed. 

The combination of improved business, prudent 
spending and balanced budget will pave the way for 
eventual tax adjustment beginning with “incentive” 
tax cuts encouragement to business expansion 
through investment. 

Antitrust and anti-merger law enforcement and 
abandment of wage increase demands not supported 
by increased productivity were urged. The message 
was Ike’s most ringing declaration of war on infla- 
tion since he took office. END 


EXPENDITURES — $BILLIONS 
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HOW REYNOLDS METALS 





Won Control of BRITISH ALUMINIUM 


& Against powerful competition from Alcoa 
> Why stockholders decided against advice of British Alum'nium management 
® Outlook for prospects through broad diversification of interests 


By Caleb Fay 


ARLY this year Reynolds Metals was able to 

announce that it and its associate, Tube Invest- 
ments, had acquired enough stock of British Alu- 
minium Company in the open market to insure com- 
plete control of Britain’s leading producer of alu- 
minum products in the United Kingdom. Tube In- 
vestments is a British company engaged through 
several subsidiaries in production of steel tubing 
and owns 50 percent interest in an aluminum fabri- 
cating company in England, the other half being 
owned by Reynolds International. The latter ac- 
quired a half interest in Tube Investments in Sep- 
tember 1957, and formed Reynolds T.I. Aluminium 
Ltd, control of which is held in equal parts. Inter- 
national and T. I. have assumed equal responsibility 
for the management, operation, and future develop- 
ment of aluminum fabricated products in the United 
Kingdom. It marked the first step that Reynolds 
had made to invade the British market, next in im- 
portance to the United States in consumption of alu- 
minum. 
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The Struggle For Contro! 


This development aroused only passing interest in 
financial circles. While Tube Investments was a sub- 
stantial company, it accounted for only 10 percent 
of the British consumption of aluminum fabricated 
products. A bigger prize was envisioned by the ag- 


gressive Reynolds men. This was British Aluminium, 


the leading producer in the United Kingdom, origin- 
ally established in 1894, thoroughly integrated from 
production of bauxite to manufacture of fabricated 
products, either directly or through subsidiaries it 
every phase of the industry. It accounts for about 
40 percent of all sales of aluminum products ir 
England, and is as British in character as Joh 
Bull himself. 


The Alcoa Deal 


Reynolds was not alone in wanting British Alu- 
minium. Two other giants of American industry had 
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been quietly moving in. American Metals-Climax 
had already accumulated about 7 percent of the 
stock in its portfolio. But its interest was strictly 
subordinate to that of the Aluminum Company of 
America, who proposed, under an agreement reached 
on November 14 and subject to consent of the Brit- 
is) Treasury, to acquire the whole of the 4,500,000 
authorized but unissued stock at a price of $8.40 per 
share. This would have amounted to one-third of 
the authorized 13,500,000 shares of ordinary stock. 
According to a published story in the London Times, 
nesotiations between Alcoa and British Aluminium 
had started in June. Alcoa disclaimed any desire to 
acquire control of the company. It wanted to partici- 
p: te to a greater extent in the development of alu- 
m num world markets and so promote relationship 
between the two companies. Alcoa declared it want- 
ec’ no more than three out of the fifteen members on 
th - Board, and proposed to leave the Board as free 
a: before to carry out plans at home and abroad. 
A :»oa would undertake to sub- 
sc ibe for the 4.5 million shares 
o: terms which would insure to 
Bi itish Aluminium the finances 

re juired over the next few years }|——}—— 
wien and as needed, leave undis- 
tirbed the main body of stock- 
holders, retain the British nature 
0 the company and secure in the 
near and distant future the great 
accession of financial strength 
which was needed to exploit its 
potential development. 

This proposal by Alcoa brought 
eithusiastic endorsement from 
the Chairman of British Alumi- 
nium. In a circular letter of De- 
cember 5 addressed to stockhold- 
ers, he pointed out that to raise 
the large amount of capital need- 
ed for turning into future earn- me 
ing power the discoveries of [THoUSANDs OF SHARES 
bauxite, and power resources the 
company had made, there were 
two alternatives: to grow slowly, 
using funds internally generated, 
or to grow much faster in part- 
nership with another large alu- 
minium producer. The second seemed to the Board 
to be in the best long-term interests of the company 
and the stockholders. Accordingly an alliance was 
considered with Alcoa, of whom the Chairman spoke 
glowingly, that at all levels of management Alcoa 
and British Aluminium had been on the closest 
terms of mutual trust and friendship for many 
years. 

The outcome of various meetings resulted in an 
agreement with Alcoa on November 14. Under the 
terms of the agreement a substantial sum should be 
provided in the first place and the remainder not 
later than three years. By its contract British Alu- 
minium was securing for itself the fresh money 
needed to carry through its capital development 
program without having to call on its stockholders. 





Shs. Common: 


Reynolds Steps In 
In the interim, perhaps somewhat to the conster- 
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REYNOLDS METALS CO. ____ 


Long Term Debt: 
Shs. $2.375 Pfd: 





nation of the Board, there had been heavy buying 
going on in the London market by parties whose 
identity could not then be ascertained despite vig- 
orous efforts of the management. But by the end 
of October the news was out. Reynolds and Tube In- 
vestments had bought upwards of a million shares 
of the nine million issued and proposed to the 
Board to acquire the whole of the ordinary stock 
of the company. The Board decided instead to com- 
plete if possible the Alcoa negotiations. In the cir- 
cular letter to the stockholders, it was bluntly de- 
clared that Tube Investments had no experience 
in running an international aluminum complex and 
it was inevitable that the real functions of manage- 
ment would fall into the hands of Reynolds alone 
and the stockholders interest in the future of British 
Aluminium would have been virtually extinguished. 

It was patently obvious that the management of 
the company was opposed to the Reynolds-T. I. pro- 
posal. But their appeal to their stockholders not to 


RLM 


Metal Prod—- 


$368, 190,000 
766,600 - $50 par_— 


11,188,287 - $1 par 


* * 
v. mon 


sell their shares fell on deaf ears. The Reynolds T. I. 
proposal offered stockholders immediate cash for 
their shares at a price substantially higher than 
Alcoa proposed to pay to the company for the unis- 
sued stock. In brief the Reynolds T. I. bid was $10.92 
plus one share of T.I. stock (then quoted at the same 
price) for each two shares of British Aluminium 
stock, or obviously about $10.92 per share. This was 
$2.50 more than the price offered by Alcoa for 
treasury stock. British stockholders hastened to 
cash in, although the managing director wailed it 
was “a raid on the future, and stockholders would 
lose sr benefit of the big developments that were 
in mind.” 


Why Reynolds Was The Victor 
To calm the fears of the Treasury that British 
Aluminium was being sold down the river, the suc- 
cessful Reynolds T. I. group announced its plan to 
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Long-Term Operating and Earnings Record 





Oper- 

Net Operating ating 

Sales Income Margin 
———(Millions)——— 


$372.8 


1958—(10 months to Oct. 31) 


18.8% 
18.4 
22.8 
21.5 
16.3 
16.2 
17.4 
24.0 
17.2 


$70.3 
82.2 
92.6 
82.9 
50.2 
46.7 
41.0 
51.8 
28.8 
10.5 





10 year average 1948-1957 





1—Plus stock. 
2—Total for 1958; plus 2% stock. 
3—To 1/14/1959. 


put all of the stock it had acquired into a holding 
company, of which Tube Investments would have 51 
percent of the stock and Reynolds 49 percent. This 
would insure that control would remain in the 
United Kingdom. In addition, it was declared that 
Reynolds T. I. would be able to provide any financ- 
ing the company needed in future. By the middle 
of January, it was announced that the Reynolds T. I. 
group had acquired over 87 percent of British Alu- 
minium stock, and it was presumed that American 
Metal-Climax had turned over their shares to it as 
well, with more stock coming in. To finance these 
purchases, Reynolds Metal has announced it would 
offer a new issue of 550 thousand shares of a second 
preferred convertible stock, expected to be on the 
market in January. 

The victory of the Reynolds T. I. group against 
the expressed wish of the British Aluminium man- 
agement may have been caused by delay in making 
clear to stockholders what the Alcoa proposal meant. 
When the letter to stockholders was finally issued, 
the damage had been done. It also seemed despite 
denials that the Alcoa proposal meant that effective 
control of the company would be in the United 
States, while the Reynolds T. I. proposal would in- 
sure that nominally at least it would remain in 
England. That salved national pride and made it 
easier for the British Treasury to give its assent. 
There had been a mighty hue and cry that this was 
another instance of an attempt by American capital 
to take over large holdings in British companies be- 
cause of inability to provide sufficient financing for 
all projects at home and abroad, and the need to 
stop this was of far greater importance than the in- 
terests of the stockholders themselves. 

In the final analysis however, it was probably 
disappointment by British stockholders that caused 
them to turn against the management. In contrast 
with the lofty heights attained by American alu- 
minum shares, British aluminium stock has given 
a drab performance, and has rather consistently 
sold below its high of $10.75 of 1956, when a strong 
group of American investment houses were active 
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$28.1 


$50.3 17.2% 


Percent 
Earned 
On 
Invested 
Capital 


Net 
Income Net Profit 
Taxes Income Margin 
-——(Millions)——- 


Net 
Per 
Share 


Div. 


Per Price Range 


High Low 
78%-32%43 
654-3252 
85 -45% 
60 - 45 
25 -10% 
11%4- 812 
1312- 95% 
13%4- 712 

8%- 412 
452- 334 
5%4- 3% 


$2.72 
3.28 
3.93 
3.41 
2.02 
2.03 
1.74 
2.11 
1.76 
84 
1.40 


8.5% 
8.4 
10.1 
8.9 
6.6 
6.3 
6.2 
7.3 
7.5 
4.1 
6.0 


$31.9 
37.8 
41.2 
34.3 
20.2 
18.3 
14.7 
15.8 
12.6 
5.5 
9.0 


12.9% 
15.7 
21.9 
15.9 
16.8 
15.7 
19.7 
19.0 
10.0 


35.5 
42.5 
35.7 
18.1 
16.8 
19.7 
32.2 
13.3 
3.3 
6.1 
$22.3 7.1% 





85 - 3% 


$2.25 





in promoting the sale of new stock to finance de- 
velopment of a new subsidiary company, the Cana- 
dian British Aluminium Company, of which British 
Aluminium held 60 percent of the stock. Earnings 
since 1955, when they were at a peak of 88 cents 
a share, fell to 72 cents in 1956 and to 49 cents in 
1957, on a larger number of shares. Dividends how- 
ever were maintained unchanged at 33.8 cents per 
share before deduction of the British income tax 
during the period, but evidently the coverage was 
becoming narrower. 


The Problems that Beset British Aluminium 


Nevertheless, British Aluminium has a rather 
imposing position in the aluminum industry. The 
company manufacturers over one-third of all the 
aluminium products made in Great Britain, draw- 
ing its supplies of ingot from refineries in Scotland 
and Canada. It has other interests in Norway, Aus- 
tralia, and West_Africa, including extensive bauxite 
deposits. Its present fabricating capacity is in the 
order of 200,000,000 pounds annually, which would 
probably account for some $50 million in sales. Be- 
fore the war the company was reasonably well bal- 
anced between ingot production and fabrication, but 
following the war, it was unable to expand its pri- 
mary ingot production to take care of its substan- 
tially increased fabricating facilities because of lack 
of adequate power resources in U. K. To rectify this, 
the company acquired a 60 percent interest in a new 
subsidiary, the Canadian British Aluminium Co. 
Ltd. to establish ingot production in Quebec. This 
would increase its production of primary aluminum 
about five times, from 32,000 tons per year to 160,- 
000 tons, and make the company the sixth largest 
in the world. This would be done in four stages ex- 
tending through 1965 and involve an ultimate capi- 
tal expenditure of some $130 million. The first two 
stages have been completed. The C. B. A. smelter 
at Baie Comeau, Quebec, is presently producing, 
but has not yet reached an earning position. It is 
officially stated that the (Please turn to page 492) 
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Pressing need to 
halt duplication of 


COSTLY RESEARCH 


> To cut the government costs 
P To increase profits for industry 


By ROBERT B. SHAW 


A popular song of some years back repeated in- 
cessantly the theme-line. “Everybody’s doing 
it!’ And, today, in the business world the answer 
to the same cryptic assertion could only be: re- 
search. Well, almost everybody is carrying on re- 
search. Indeed, so popular has this pursuit become 
that it would be considered an insult, inviting a 
flood of indignant letters to the editor, to single 
out any companies or industries as not being deeply 
involved in research. 

Obviously, the term “research” covers a broad 
spectrum of activities, ranging from the extremely 
theorethical to the intensely practical. At one end, 
efforts may be concentrated upon solving irksome 
production problems; at the other end, research may 
comprise the study of phenomena which as yet have 
no economic utility. 

Research is hardly the exclusive province of busi- 
ness or science; the method plays an important 
role in many non-business fields dominated by 
academicians and professors. The business man may 
also find valuable tools in many types of non-tech- 
nical research, which may be broadly included 
under the heading of motivational research or, more 
simply, the study of what people do (or want) and 
why. But in the present article the meaning of re- 
search will be confined to technical investigations 
that aim at the development of improved products 
or techniques. 

In this meaning, research may be divided, at 
some risk of oversimplification, into the following 
categories: 


Product research 
Problem research 
Pure research 


> Product Research of Immediate Practicality 


Product research is the search for methods of 
improving an existing product, or the reduction of 
its manufacturing costs. Examples will readily 
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come to mind. How can an automobile engine be 
reduced in size to supply greater power within exist- 


ing space dimensions? Can metallic shapes be 
molded more economically than they can be forged? 
Product research goes on continuously, almost un- 
consciously, even without reliance upon any spe- 
cified “‘research department.” Looking into our past 
history it would be debatable whether our high 
standard of living owes more to the geniuses who 
have transformed theory into new inventions or to 
the practical mechanics who have constantly refined 
those inventions, but it is clear that most machines 
whose services we enjoy today are a product of 
gradual improvement upon an initial idea. 


> Problem Research Offering Longer Term Results 


But these practical researchers have been largely 
superseded (in the public imagination if not in 
terms of real usefulness) by a new autocracy of 
more theoretical practitioners, veiled off from 
worry over keeping the current year’s income state- 
ment in the black. Entering this higher plane we 
encounter first the category of problem research, 
the quest for methods of solving particular prob- 
lems. Many of these problems have arisen only out 
of our modern stage of technology, or at least were 
considered insoluble by previous generations. Ex- 
amples would be: how can metals be built to with- 
stand the terrific temperatures generated by air 
friction in modern rocketry; how can cancer be 
conquered? Research of this type is obviously initi- 
ated with economic objectives, but the realization 
of profit-making results may be problematical and 
long-delayed. To cite one such instance, Armour & 
Company, the Chicago meat packer, initiated an 
intensive study of pituitary hormones back in 1936. 
This project brought the company no material ad- 
vantage until 1949, when the team developed the 
valuable adrenal-stimulating hormone ACTH. In 
other cases results have been altogether negative; 
it sometimes becomes necessary to write off the 
entire cost of expensive research projects, just as 
oil companies charge off their dry holes. 


& Pure Research—To Widen Future Horizons 


At the highest level stands pure research, the 
extension of the horizon of human knowledge in 
areas that do not yet have practical application. It 
is true that technology is advancing at such a rate 
that the pure research of one generation is fre- 
quently transformed into the practical knowledge 
of the next, but the opportunities for converting 
such research into early dividends are too remote 
to justify many industrial corporations in carrying 
on programs of this type. Instead, pure research 
must be left largely to universities, to endowed 
laboratories, and to the government. 


All Share in Research but to Varying Degrees 


As the pig, remarked in The Animal Farm, “all 
animals are equal, but some are more equal than 
others.” All industries and nearly all companies 
must perform some research, but some certainly do 
a great deal more than others. A few industries, 
notably drugs, electronics, missiles and office equip- 
ment, are virtually built upon research, usually 
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performed by themselves. A larger and more typical 
group of industries produces products which did 
not originate directly within the laboratory, and 
yet are dependent upon research-derived refine- 
ments or processes to remain competitive. Even 
the simple paper bag is far more sturdy and moist- 
ure-resistant, for example, than its predecessor a 
few decades back. Moreover, research improvements 
that develop almost imperceptibly, like the steady 
climb in the octane rating of gasoline, must not be 
entirely overshadowed by the occasional dramati: 
breakthroughs, like the discovery of Salk vaccine. 
Finally, at the risk of indignant letters, a handfu! 
of industries where research occupies only a mino- 
role may be named: railroads, residential construc- 
tion, furniture. But it is impossible to visualize any 
surviving industry that performs no researc! 
whatever. 

On rare occasions research scientists may dis 
cover the solution to difficult problems easily, eve 
accidentally. But far more typical of their work i 
slow, painful progress by trial and error, each indi 
vidual experiment involving the most precise pre 
parations and extended observation of results 
Pfizer & Company tested over 100,000 samples o 
soil sent to them from all over the world befor 
isolating the strain of mold from which Terramycil 
was derived. The same company uses for cance) 
research, at its Maywood (N. J.) laboratory, ove) 
250,000 mice a year. The frustrations involved in 
hurling man-made satellites into orbit are familia) 
to everyone who has been reading the newspapers 
To go back three quarters of a century (for re 
search is not exclusively modern), another exampl« 
may be provided by Edison’s protracted hunt for a 
suitable filament for his newly discovered incan- 
descent electric light. 


Costliness of Research 


Such processes require that research laboratories 
be lavishly equipped and competently staffed; this 
means, in turn, that advanced research is unavoid- 
ably expensive. What is the total cost of research 
in the United States? Naturally it is hard to give 
any very precise answer to this question. For one 
reason, companies classify their research different- 
ly; some of the drug and electronic companies would 
probably sneer at the inclusion of mundane product 
development under “research.” Moreover, it would 
be rash to assume that all research is necessarily 
performed within ivory-towered research laborato- 
ries; some very effective experimentation must be 
carried on and important discoveries made right on 
the production line (as the employee suggestion 
awards testify). Again, research overlaps, but is 
not identical with, such related concepts as engi- 
neering or product development. But with approxi- 
mate accuracy, total research expenditures by all 
U. S. manufacturing industry in 1957 must have 
been very close to $7 billion, or about 2.1% of sales 
of $341 billion. If it errs, the $7 billion figure is 
apt only to be conservative, as research expendi- 
tures are more likely to have escaped the comptrol- 
lers than production expenses are to have crept 
into the research budget. In any case, this figure is 
exclusive of research performed by universities, 
endowed laboratories, or government departments 
in their own facilities, although it would include 
research performed for the government under con- 
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Amount of 





Research % Stated 
Expend- of Purpose Net 
itures 1957 of Sales 
—(Mi..)— Saes Expenditure* 1957 
consolidated Electrodynamics ....... $ 3.9 13.0% R,E£.&D. $ 30.5 
GRIER: IIE iscscccsscsectnssecpesseecnse> 5.6 3.5 R.&D 159.0 
Youglas Aircraft ..........cscccsessesees 54.6 5.0 EX 1,091.3 
PE II: casatrisiietersvutinenaacenceneihonenioncines 80.0 4.1 R. & D. 1,999.6 
PMNS TIEN gassesnscccntorsconicccsssses 277.0 6.4 R.& D. 4,090.0 
TE I Siacacissasincscindsesscinvciecsens 13.1 7.0 R. 186.9 
Ainnesota Mining & Mfg. ............. 16.4 4.4 R. & D. 370.1 
National Cash Register ................. 13.6 3.5 E.&R. 382.5 
Phiner CEs.) BR CB. ..0..:....ccccceeeeee 10.0 4.8 R. 207.1 
standard Oil of Calif. ................. 17.5 1.0 R.&T.S. 1,650.8 
SEE, TE WR.. Ie secectenscscenosconace 55.5 0.7 R. 7,830.2 
Sylvania Electric ...........c.secseseree 18.0 5.3 R. & E. 342.9 
Teena GRDPUIIIIIG occ scocssccsscccosensse 9.5 14.1 R,D. & E. 67.3 
Jnion Carbide Corp. ............::00 65.0 47 R. & D. 1,395.0 
All U. S. Mfg. Industry ............... $7 Billion 2.1 = 


1_Deficit. 1_After special charge. 
2—40 weeks ended Oct. 5. 


3—Plus stock. 








tr ct. Research performed by all of these agencies, 
c sporate, non-profit and public, in 1957 is believed 
tc have approximated $10 billion, about one half of 
it by or for the account of the federal government. 


Our Sixth Biggest Industry 


To put this huge effort into perspective, research, 
if it may momentarily be regarded as a single 
industy, would rank sixth or seventh among all 
industries in the country. It would be exceeded, in 
terms of sales, only by agriculture, construction, 
machinery, electrical equipment, and steel. In turn, 
it would, in terms of annual expenditures, far sur- 
pass such prominent industries as paper, textiles, 
rubber products, tobacco or aviation transport. It 
would also outrank, although by a narrower margin, 
such giants as automobiles, chemicals, all domestic 
mining, telephone and telegraph, or combined gas 
and electric utilities. In simpler terms, the cost of 
research approximates $60 annually for every man. 
woman and child in the United States. And the 
“industry” is still growing at an accelerated rate, 
currently about 7% a year. 

Is this enormous expenditure worthwhile? An 
answer of ‘No’ would not merely threaten the 
writer with loss of his American citizenship, but 
would be manifestly untrue. Research very clearly 
forms one of the strongest foundation stones in 
modern industrial society. In the case of General 
Electric, for example, over one third of 1957 sales 
resulted from products which were not in existence 
prior to World War II. For the drug industry the 
dependence upon very recently developed products 
is even higher. If any company in this industry, 
which appropriates about 6% of sales to research, 
were to cut off research expenditures altogether, it 
might be able to double dividends for three or four 
years, but after that it would probably be out of 
business. The elimination of all research —an un- 
thinkable situation — would mean not mere stagna- 
tion but an actual decline in our standard of living, 
as only improved techniques and new discoveries 
can maintain adequate output from limited re- 
sources, in the face of a constantly expanding po- 
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*—D—Development. 
E—Engineering. 
EX—Experimental costs. 





Research Expenditure in 1957 by Typical U. S$. Growth Companies 


Ist 9 Months 


Estimated 
Net Earnings 1958 
Net Sales Per Share Earnings Ind. Recent Div. 
1957 1958 1957 1958 Per Div. Price Yield 
—(Millions)— Share 
$ 22.4 $ 24.1 55 4.51 4.60 -40 38 1.0% 
120.82 117.52 1.86- 1.69- 2.35 1.50 99 1.5 
828.4 888.7 6.67 4.34 5.00 2.00 57 3.4 
1,495.0 1,324.0 6.44 4.83 6.80 6.00 210 2.8 
3,169.2 2,982.6 2.10 1.85 2.65 2.00 78 2.5 
138.5 153.8 1.69 2.03 2.75 1.40 75 1.8 
274.2 271.3 1.75 1.75 2.50 1.20 120 1.0 
277.9 282.9 1.73 1.49 2.25 1.20 75 16 
150.2 160.3 2.86 3.18 4.50 2.25 99 2.2 
1,260.4 1.175.4 3.35 2.97 4.00 2.00 so 33 
6,041.0 5,728.0 3.35 2.23 3.20 2.40 56 4.3 
251.8 237.7 2.37 1.72 3.00 2.00 60 3.3 
48.1 64.0 78 1.10 1.40 =_ 71 - 
1,045.9 929.7 3.44 2.81 4.00 3.60 125 2.8 


R—Research. 
TS—Technical services. 


pulation. These considerations are quite aside from 
the urgent problem of national defense. 


Research by Corporations 


But realization that research is an absolutely es- 
sential ingredient in our modern economy does not 
mean that all research projects are soundly based, 
or that the overall research budget may not conceal 
considerable waste. On the contrary, disturbing evi- 
dences of duplication and inefficiency have filtered 
through the mists that surround the higher planes 
of research. And, in any case, the huge expenditures 
already consumed by industrial and scientific ex- 
perimentation, their accelerating growth. and the 
likelihood of diminishing returns per dollar spent 
— all call for a critical examination. 

Doubtlessly, considerable duplication of research 
efforts occurs among private companies. Since long 
before Dr. Salk released to the public the polio 
vaccine which bears his name, the Lederle Labora- 
tories of American Cyanamid had been working 
with a live virus type of polio vaccine which, they 
had reason to believe, would be superior to the 
killed vaccine. While the enormous contribution to 
health made by any effective vaccine is far more 
important than anyone’s dividends, it has certainly 
been too bad for American Cyanamid stockholders 
that their vaccine was not first on the market. (It 
may appear before the end of the present year, and 
should find a substantial foreign market.) This 
example is cited merely to illustrate, and not to 
condemn, a typical duplication of medical research. 
Such competition is the price we willingly pay for 
the benefits of our free enterprise system. 


Everyone Gets Into the Act in Government Research 


Within the very broad sector of research con- 
trolled by the federal government, however, the 
same complacency is not justified. First of all. the 
main objective — survival —is even more urgent 
than victory over disease. Secondly, the usual spirit 
of competition does not, or should not, prevail, as 
the projects are deter- (Please turn to page 494) 
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Inside 
Washington 








ULTIMATUM from organized labor to farm groups is 
in the making. The American Farm Bureau Fed- 
eration at a recent convention in Boston, Mass., 
went on record for a long list of restrictions on 
labor including an end to the eight-hour work day. 
The Farm Bureau also voted to ask Congress to en- 
act a national right-to-work law, to put unions un- 
der the antitrust laws, and to give Federal Courts 
much of the labor-management jurisdiction NLRB 
now exercises. None of the propositions has even 
an outside chance of enactment, but Big Labor will 





WASHINGTON SEES: 


The public school racial integration issue has 
spread beyond the sociological principles in- 
volved to encompass matters touching defense 
production, and taxation, in a manner which 
could rebound against the self-styled “liberals” 
and leave them far out on a limb. 


For better or for worse, Rep. Adam Clayton 
Powell, New York Negro Congressman, has 
blocked passage of the Federal housing bill al- 
though it is a keystone in the “liberal” platform. 
Powell insisted on a non-segregation tenancy pro- 
vision whereupon Southern Congressmen with- 
drew their support. Industry and many thousands 
of workers will suffer as a result of a policy which 
is being jammed down the throats of Pentagon 
procurement offices: no subcontracts for defense 
work in communities which maintain segregated 
schools. Now, the Administration holds no funds 
provided in the 1958 National Defense Education 
Act may go to States which retain segregation in 
schools or operate “private white schools” in lieu 
of public education. This could end a large part 
of Federal aid to subsidized states, forcing them 
to raise more tax revenue locally. It could speed 
restoration of Federal and State Governments to 
their proper areas of taxation and responsibility. 

The President’s messages to Congress have pro- 
vided the peg on which the lawmakers could 
hang legislation recasting those functions. 














By “VERITAS” 


ask whether farmers prefer to go it alone in the 
next Congress, or share the values of labor’s in- 
fluence. 


TAX INCENTIVES are the root of a first-day bill which 
went to Congress under the aegis of the Foreign 
Trade Policy Subcommittee, a branch of the Ways 
& Means Committee. The measure (H.R. 5, Rep. 
Hale Boggs (d), La.) would create a new foreign 
investment law. The objective is promotion o* 
American industry overseas, thereby reducing ex- 
penditures for foreign economic assistance and other 
aid programs. The bill grew out of December hear- 
ings. “The plain truth is that need for capital by) 
the free nations is far larger than the amounts our 
taxpayers can provide,” Boggs keynoted. Private 
investment is the alternative, available only with 
reasonable safeguards. 


DECISION on what to do with obsolete military in- 
stallations is being delayed by studies. Best guess 
is that no standard treatment will be suggested. 
Agitation is persistent for use of these premises, 
after remodeling, for development and production 
of new weapons, but that runs into the difficulty 
that building such usefulness into an old plant 
would be expensive, and inefficient. In some in- 
stances the facilities (owned wholly or principally 
by the U. S. Government) could be used for genera] 
lines of manufacture. Several may be put on the 
market in a trial run of their salability. 


CORRECTNESS of President Eisenhower’s charge that 
the last Congress was a spending aggregation of 
elected public officials is established by the simple 
arithmetic of the session. The Congressmen met fo 
138 days. Allowing for an average eight-hour day 
(which would be stretching matters in their favor) 
the Senators and Representatives appropriated $1.25 
million each minute. The new budget (Ike’s) calls 
for $3 billion more than last year’s. And the prin- 
cipal criticism against it heard on Capitol Hill is 
that it isn’t nearly enough money to run the Gov- 
ernment next year! 
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President Eisenhower's secret weapon for balancing 





the budget is quite simple — possibly too simple: don't 








spend the money. Congress may appropriate all the money 
it considers necessary to attain its objective, but 

unless the President through the Budget Bureau doles it 
out, it just isn't spent. It is certain that Capitol Hill 
will vote more money for defense this year than Ike will 








agree to be expended. Predecessors have wound up Fiscal 
Years with balances in accounts but Ike appears to be one of 
the first to claim, and make it stick, that he may ignore 

a mandate of Congress and refuse to spend a specific 
appropriation. He does not suggest he has the right to 
transfer funds among agencies. He contends only that he 
may rearrange the budget within a department, re-distribute 








the amount allowed to it. 

















The issue first arose in the early Eisenhower years 








in the White House. Congress envisioned a much larger plane 





procurement program than the President 
considered advisable in the light of design 
iaprovements coming off the drafting 
toards. His expressed view was that 
cbsolesence would take too early a toll if 
1e funds were disbursed with the rapidity 
ictated in the Defense Department 
appropriation. Some Senators contended 
ike was without power to frustrate the will 
of Congress, stall the program. They 
intended to force the issue, then, but 
withdrew when Constitutional authorities 
among their members advised against it. 





























Last year, Congress again 
appropriated $1 billion more for defense 
than the President had requested. For the 
first five months of the current Fiscal 
Year (beginning July 1, 1958), the 
President didn't move one cent of the fund 
into the areas marked out by the lawmakers. 
Recently he authorized the Navy to begin 
construction of a Polaris missile 
submarine. The situation recalled to 
political historians President Thomas 
Jefferson's refusal to authorize a contract 
to build a new Mississippi River 
gunboat. While excessive spending was not 
the White House complaint at that time, the 
principle of a Presidential whip hand was 
involved. Jefferson's action didn't bring 
about a showdown. 























The President must have anticipated 
a heavier defense appropriation than he 
believes the country needs, when he went to 
great lengths to explain to Congress the 
Strength and readiness available to meet 
the Russian military threat. That was in the 
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State of the Union Message and the words of 
assurance spoken were firm and definite: 
"Over these many months I have personally 
participated in its (the defense budget's) 
development." He warned against useless 
expenditures in the name of security and 
counseled that "needless duplication of 
weapons and forces must be avoided." 








The necessities of the world 
Situation raise doubt whether Ike can 
substantially reduce the Congressional 
budget for defense. Or that he will try to 
cut his own estimates which build to 60 
per cent of anticipated Federal spending in 
the next Fiscal year. The Joint Chiefs of 
Staff have publicly stated their support 
of the program as it is being carried out, 
and projected, but this does not bind 
officers in charge of research, production 
and procurement from expressing jittery 
views on the adequacy of the program. In a 
hassle with Congress last year, the 
Pentagon was maneuvered into a position of 
publicly promising no reprisal will be 
attempted against any military witness 
who testifies before Congress in support 
of a better break for his department or 
project. On that basis, supporters of 
bigger-and-better defense plan to build a 
case and "go to the Nation" if Ike pulls the 
purse strings too tight. 


























pif, as expected, the President 
employs the technique of withholding as a 
budget-balancing means, he will have a 
broad area in which to operate. He is in 
favor of a new and less costly farm bill. 
He has spoken out against public building 
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projects as a route to the goal of 
prosperity. He can prune deeply into these 


and other programs. But while the President 
is on constitutionally sound grounds, and 
may consider that the end justifies the 
means, he doesn't hold all of the cards. 
The foreign aid bill, and a sheaf of other 
measures having to do with guarantees and 
participation in loans to other countries 
will be sidetracked by the democratic 
majority until close to the end of the 
session. Unless he indicates by word or by 
action, an intent to follow substantially 
the rules written by Congress into 
appropriation bills, he will get less 
mutual aid money than he considers a prime 


necessity for security. If the fight gets 
tough enough, he could get none. 




















The apprehensions which the 
democrats in Congress entertain might be 
charged off as partisan politics if it were 
not for the fact that President Eisenhower 











economic brush fires in the farm belt, in 
the heavily-unionized cities, and 
elsewhere. The Economic Message renewed 
controversy in the extremely limited 
encounter which is possible when a document 
is read by so few lawmakers as appear to 
have knowledge of its content. But, as 
usual, not all agree with the forecasts. 


This is only the beginning of what 
Seems to be shaping up as a session of 
monumental importance, incessant 
disagreements. By force of law or by reason 
of his own inclinations, President 
Eisenhower will keep the cauldron boiling 
for several months. The always disputatious 
subject of taxation — to reduce, to 
increase, or to instill a degree of equity 
by plugging loopholes which exist in great 
number and flagrancy — will be the subject 
ofa Lax message which is expected to come So 

















acrimony than action. 








has used his power to withhold, even in the 
face of vehement complaints from the 
Capitol. In fact, Capitol Hill will give 
Pentagon chiefs a hard time (aimed 
indirectly at Ike) when they come up for 
new appropriations and are called upon to 
justify slowdowns, widespread 
cancellations of contracts, and "slow pay" 
to contractors in the last Fiscal Year. 

The President appeared to be disavowing 
control over spending when he said in his 
initial Message to Congress: "The Congress, 
and the Congress alone, has the power of 
the purse. Ultimately upon Congress rests 
responsibility for determining the scope 
and amount of Federal spending." It is true 
that Congress lays the taxes, increases the 
public debt ceiling, and approves 
Presidential vetoes when it rallies less 
than two-thirds of its members in 
opposition. It can eliminate any White 
House program by denying funds. But while 
the President cannot spend more than 
Congress votes, he can spend less. 






































The Congressional session is just 
about one month old but already President 
Eisenhower has started fires of controversy 
that will burn white hot through the 
session. The State of the Union Message 
found a split reaction following party 
lines — and the White House must lose in any 
contest that adheres to party lines in 
this session. The Budget Message served to 
add to the big political war, a series of 
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PmIt is possible to read into the 
President's comments, suggestion that 
Federal taxes might even be reduced — some 
day. At the proper time, he promised, the 
Treasury will be ready with proposals 
designed to enhance incentives for all 
Americans to work, to save, and to invest. 
Such recommendations, Ike said, would be 
made "as soon as our fiscal condition 
permits." A balanced budget next Fiscal 
Year might hasten that day, Congress has 
been told. This, of course, is not a promise; 
it isn't even a suggestion, except in the 
vaguest sense. This much is certain: The 
House Ways & Means Committee does not intend 
to wait for a White House signal. Any day 
now, Chairman Wilbur Mills is expected to 
appoint a subcommittee on revision of the 
tax laws. 


























The President's public statements 
that too much money has been spent and is 
being doled out now without relieving the 
farm Surplus problem, can mean only one 
thing: a less liberal farm plan. That, in 
turn, can have but a single result: a 
knockdown, drag out legislative fight. 
democratic majority has been winning 
Senate and House seats in the farm belt. To 
hold them, and increase the number, is a 
requisite to success in the 1960 national 
election. Other trades may be hurt in the 
current Congress but the farmer, for a 
certainty, will not be distressed. 
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1959 Import-Export Outlook 
For American Business 


By John Metcalf 


U TRADE prospects for 1959 are now view- 
shy. ed with guarded optimism. International 
trade in general has started to recover from last 
year’s temporary slowdown. Foreign commerce of 
the United States held up far better than was ex- 
pected in view of the recession here. Now, with 
world economic expansion being resumed, both 
U. S. exports and imports are expected this year 
to register gains close to $1 billion. 

Preliminary returns indicate that U. S. commer- 
cial exports last year were a bit over $16 billion. 
This was about 15% less than the record high at- 
tained in 1957. But it should be recalled that U. S. 
exports in ’57 were abnormally inflated by the Suez 
crisis, stepped-up sales of surplus farm products, 
and the worldwide investment boom. Even so, 1958 
exports were not far from the level of our second 
best year which was 1956 (see chart), and this 
year they will probably equal that mark. 

U. S. imports last year were only a shade under 
the record total of $13 billion set in 1957. While our 
foreign purchases of raw materials declined due 
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to the recession, imports of consumer goods actually 
increased. The latter was yet another example of the 
sustained level of purchasing power in this country 
despite the drop in economic activity. With im- 
ports in both categories increasing this year, the 
total will soar to a new high. 

Despite this encouraging record, 1959 looms as a 
critical year for U. S. foreign trade. A number of 
factors are causing uncertainty in the export pic- 
ture. Although the United States is expected to 
share in the growth of world trade, the outlook is 
for stiffer competition. Among the developments 
making for a keener trade rivalry are: 

* Continued progress toward the European Com- 
mon Market goal of an economically powerful new 
trading block. 

* Recent dramatic steps toward freer converti- 
bility of Western European currencies designed to 
broaden markets and encourage price competition. 

* Lingering doubts as to the future of inflation 
in this country which might price American goods 
out of foreign markets. 
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* The unpredictable effects of 
the Soviet Union’s stepped-up 
economic aid and trade offensive. 

* Reduced import demand in 
some overseas areas as a result 
of further belt-tightening by 
commodity exporting countries 
still recovering from low price 
levels. 


Canada 


Africa 


DIRECTION OF U.S. TRADE 1957 


Canada 


Latin America 
Latin America 
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Regional Prospects for 1959 

Strengthened foreign exchange - 
reserves in Europe and the 
revival of industrial production 
there, after some slack in 1958 
indicate an increase in U. S. ex- 
ports to Europe during 1959. In- 
itial steps toward creation of the 


Other 





COMMERCIAL EXPORTS 
$19'2 BILLION 





Europe 





GENERAL IMPORTS 
$13 BILLION 








Common Market, discussed be- 
low, will have more effect on fu- 
ture U. S. trade than in the present year. 

The year-end action of 13 Western European 
countries making their money freely convertible to 
dollars or other currencies for non-residents was a 
declaration of economic strength. It serves to em- 
phasize Europe’s growing self-confidence. At the 
same time, it creates uncertainty for U. S. export- 
ers. Whether this new monetary freedom will lure 
extra business to the United States or elsewhere is 
being widely debated. Some gain for the United 
States will probably result if price levels here re- 
main steady. 

U. S. exports to Canada are strongly influenced 
by investment of American capital there. Ending of 
the recession here may signal a stepped-up flow of 
U. S. funds into development of Canadian natural 
resources. Thus our exports to Canada will show 


U.S. FOREIGN TRADE: 1956-1959 


(Billions of Dollars) 


COMMERCIAL EXPORTS: * 
Foodstuffs 
Others agri. products 
Other consumer goods 





Subtotal above 


Industrial raw materials 
Capital equipment 
All other items 





Grand Total 


GENERAL IMPORTS: 
Food & beverage 
Other farm products 
Other consumer goods 
Other items 





Petroleum & products 
Paper products 

Other industrial materials 
Capital equinment 





Subtotal above 


Grand Total 


* Military aid equipment excluded. 





some increase over the reduced level of 1958. 

Elsewhere in the Western Hemisphere, the e:- 
port outlook is not so bright. Most Latin American 
countries have suffered large foreign exchange losses 
as a result of commodity price drops during the past 
two years. Unwise economic policies have caused 
further strain and discouraged U. S. investors. A - 
though commodity prices have lately shown in- 
provement, it will be some time before the backloz 
of commercial debts has been worked down suft- 
ciently to liberalize imports. Meanwhile, we may 
expect growing pressure for U. S. participation in 
global price-propping schemes to aid raw materi: 
producing countries. 

U. S. exports to Japan dropped sharply last year, 
reflecting the stringent measures that country took 
to reverse an unfavorable trade balance. Now, with 
foreign exchange reserves aug- 
mented and raw material inven- 
tories worked down, some relaxa- 
tion of controls is taking place. 


Prelim. 


Thus a modest increase is expect- 

1958 ed this year in U. S. exports to 
Japan of industrial commodities. 

$2.5 Elsewhere in Asia, as in Latin 
y ‘ America, export prospects are 
: ‘ less promising for 1959. In the 
5.5 i long run, this densely populated 
52 ' region holds great opportunity 
5.1 ’ for American businessmen, al- 
4 j though price competition will be 
=~ keen. For the present, however, 
capacity to import has been 

16.2 jeopardized by attempts at too 
rapid industrialization. The Phili- 

$3.4 ppines, India, Pakistan, Turkey 
R - and other countries have unwise- 
3 ly over-emphasized foreign ex- 
- change “saving” industries at the 
5.9 expense of domestic food produc- 
1.8 : tion, and export industries which 
Pe would have earned foreign ex- 
4 change. As it turned out, the sav 


ings involved are more than off 
set by the required imports of 
capital goods and raw material: 
to run the new industries, which 
often are high cost producers. 


6.9 
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Some Commodity Changes 


About half of the anticipated $1 billion increase 
in U. S. exports this year will be machinery and 
capital equipment (see table), with Europe account- 
ing for much of this. In contrast, exports of indus- 
trial materials will probably decline slightly, re- 
flecting reduced coal and steel shipments to West- 
err Europe and some drop in raw cotton sales. 
Mctor vehicle exports will likely continue the down- 
ward trend as foreign buyers seek more economical 
cars. Shipments abroad of foodgrains, fat & oils, 
an.| other farm products are expected to increase 
sli;*htly, under mounting pressure of surplus stocks 
he: 2. 

bout 70% of the $1 billion increase in U. S. im- 
pots expected this year will comprise industrial 
ra\’ materials. Greater imports of pulp & paper, 
co) struction timber, and nonferrous metals are an- 
tic pated, reflecting stepped-up activity here. Be- 
cai se of government restrictions, 
ho vever, petroleum imports will 


table means a gradual widening tariff disadvantage 
as customs duties among the Six are lowered. An 
initial result is that they will be buying more from 
each other instead of from us. But more important, 
in the long run,are the expected cost savings for 
European industry as integration and specializa- 
tion are achieved. The competitive advantage that 
Europe thus gains will make some U. S. sales even 
more difficult there and in other markets where the 
two compete. 

However, this is only one side of the picture as 
far as the United States is concerned. The principal 
reason for the European Common Market is 
“strength in numbers.” The Six can achieve far 
greater economic strength and prosperity collective- 
ly than through individual efforts. The rising in- 
come and higher living standards that result will 
mean a greater capacity to consume, and hence to 
import. So world trade, and trade with the United 
States, is likely to increase in the long run. 





be less than last year despite 





lar ser U. S. demand for oil prod- Billion Dollars 


uc 3. Coffee and sugar purchases 20 





U.S. EXPORTS AND IMPORTS 





wi! probably increase in volume 
during 1959 (since inventories 
are at low levels), though not in 
va ue. Some decline in imports of 


ae Exports (Excluding Military Aid) 


ee Imports 


* Preliminary 





Canadian cattle and other agri- 
cu'tural products is expected. 
Jne can expect to find an in- 


creasing volume of foreign mer- 12 








chandise in local department and 
variety stores over the coming 
years. Imports are popular at the 
consumer level and generally give 8 





retailers larger profit margins. 
Favorite items currently are 
wearing apparel, leather goods, 
tovs, bicycles, glassware, and 4 
more recently radios. Foreign car 
imports are bound to increase 
during 1959, rising perhaps to 
425,000 compared with about 
375,000 last year. Although U. S. ® 





























manufacturers are planning to 1946-50 








1953 1954 1955 1956 1957 1958* 











turn out more smaller cars, they 
are not likely to be small enough 
or cheap enough to compete effectively with the 
European economy models. 


Impact of the Common Market 


Western Europe’s epic journey on the road to a 
Common Market has profound significance for the 
United States. The eventual objectives of this eco- 
nomic union are so bold as to have been dismissed 
as visionary a decade ago. The six member countries 
plan, over a 12 to 15 year period, to eliminate all in- 
ternal barriers to the free flow of trade, capital, and 
labor among themselves. In so doing they will ob- 
tain maximum benefit from regional specialization 
and the economies of producing for a mass market 
equal to about the size of that of the United States. 
The resulting mutual dependence will dictate com- 
mon monetary and fiscal policy and a close harmony 
of political objectives. 

For the United States, the Common Market time- 
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Although some of our present exports to Western 
Europe will no longer be able to compete with mass 
produced European goods, other U. S. manufac- 
turers will find a growing market there. Herein 
lies the cause of uncertainty for American business- 
men. For many types of U. S. products it is impos- 
sible yet to foresee how soon and to what degree 
sales in Europe will be affected. 

For a growing number of U. S. industries, the 
response to these events in Europe is rather neatly 
summed up by that old Yankee maxim. “If you 
can’t lick them, join ’em.” In this case it means es- 
tablishing branch plants and subsidiary operations 
within the territory of the European Common Mar- 
ket, and thus benefiting fully from all tariff reduc- 
tions and other advantages. Germany and the 
Netherlands are particularly favored in this re- 
spect. 

By acting now, U. S. companies are getting in on 
the ground floor to take (Continued on page 499) 
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and POLITICS 
in Strategic 
SOUTH AMERICA 


& Varying costs to individual oil companies under 
Venezuelan problems 

® The new opportunities opening in Argentina 

and Companies involved 


By John H. Lind 


NITED STATES oil companies have traditionally 
U considered Latin America the most logical area 
for foreign investments. Historically, the main rea- 
son for this was the relative proximity of most Latin 
American oil-producing countries to the United 
States. This meant that oil found there could be 
taken at no great cost to the United States, either 
for domestic consumption in form of imports or for 
re-exports after refining in one of the U.S. seaboard 
refineries. 

America’s interest in Mexican oil, which started 
before World War I, was based mainly on these con- 
siderations. In the immediate post-World War I 
period an additional incentive was the then prevail- 
ing belief that the United States would soon run out 
of oil. Much has changed since then in the U. S. oil 
industry. Mexico, which once supplied us with near- 
ly 25 percent of our oil needs, expropriated all fore- 
ign oil companies in 1938 and has since then changed 
from a net exporter into a net importer of oil. At 
the same time America’s own oil reserves have 
turned out to be much larger than had been realized 
25 years ago. Yet, U. S. oil investments in Latin 
America have continued to grow almost without 
interruption. At present they amount to the formid- 
able sum of $3.4 billion and represent, by far, the 
largest U. S. investment sector in Latin America. 
The earnings from oil investments amounted to $708 
million in 1957, or 21 percent of their book value. 
This compares with an 18 percent ratio of earnings 
to investments for total U. S. foreign oil invest- 
ments. Thus, oil investments in Latin America are 
not only large, they are also very profitable. 


The Venezuelan Situation 
The bulk of all U. S. oil investments in Latin 
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America is, of course, found in Venezuela which ac- 
counted in 1957 for $2.2 billion, or 66 percent of 
total oil investments in the area and showed net 
earnings of $613 million, equivalent to nearly 30 
percent of the book value of the investments. Vene- 
zuelan oil earnings are thus extremely high. This 
was the main reason why foreign oil companies 
spent about $690 million in cash bonuses for new 
concessions in 1956 and 1957. 

For 1958, foreign oil earnings in Venezuela had 
been expected to be somewhat below those of 1957 
because of a slight decline in production from the 
all-time peak attained during the Suez crisis when 
Venezuela for a brief period displaced the Middle 
East as Europe’s principle oil supplier. However, 
in view of the recently enacted increase in the Vene- 
zuelan income tax the decline in earnings will be 
rather more than had been anticipated. 

Briefly, oil corporations in Venezuelan pay three 
separate income taxes, consisting of a 16.6 percent 
royalty, a 2.5 percent regular income tax and a sur- 
tax. It was this surtax which was changed by the 
recent decree from a range of 1.5-26 percent to : 
range of 2-45 percent, depending on the level of 
earnings. Thus, the new tax does not rigidly set 
the government’s share of the oil companies’ earn- 
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American Oil Companies Active in Latin American Countries 

















ings at 60 percent of profits, as has been stated in 
many recent newspaper articles, just as the previous 
tax rate did not set the government’s share at ex- 
actly 50 percent of profits. In 1957, for instance, 
the government’s take amounted to about 51 per- 
cent of total profits, while the payments of Creole 
Petroleum, a Jersey subsidiary and Venezuela’s 
largest oil producer, amounted to 56 percent of its 
net earnings. 

For 1958, the first year for which the new tax 
applies, it will give Venezuela a 60 percent share 
of profits. But if oil production in 1959 should sub- 
stantially increase, the government’s total take may 
well climb to 65 percent. In its first year, the addi- 
tional taxation will cost the oil industry an extra 
$170 million and will bring Venezuela’s total oil 
tax and royalty receipts to about $950 million. 

There is no doubt that the higher tax rate will 
have some effect on the foreign oil companies in 
Venezuela. For one thing, on a per-barrel basis, the 
increase amounts to about 20¢, or some 7.5 percent 
of average posted price of Venezuelan crude oil. 
Since there is a world-wide over-supply of oil, it 
may be difficult for the companies to pass the addi- 
tional cost factor on to their purchasers. Middle 
East oil is already considerably cheaper than Carib- 
bean oil and any increase in the price spread be- 
tween these two principal oil export areas would 
seriously hurt the marketability of Venezuelan oil. 


Cost to the Companies 


Thus, the companies will have no choice but to 
absorb the new taxes. For some of the big com- 
panies this will be rather expensive—Creole alone 
will have to put up an extra $90 million for 1958— 
but the overall profit structure of the oil industry is 
certainly healthy enough to permit the absorption 
of this new expense without a significant effect on 
future operations. Outside of Creole, (and its parent 
company Jersey Standard) the most important af- 
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Net ae Ist 9 Months: ~ Estimated 

Sales Earnings Net Earnings 1958 = Indicated 

1957 Per Share Net Sales Per Share Earnings Dividend Price Range Recent Yield 

1957 1957 1958 1957 1958 Per Share m 1958-59 Price Div. 
—(Mil.)— —(Millions)— 
NE IID nccicissscescscesccasecssacees $ 565.9 $3.82 $ 422.8 $ 388.3 $3.15 $2.02 $3.15 $2.00 4814-34 48 4.1% 
Creole Petroleum ..................::sc0000008 1,114.6 5.11 (NA) (NA) 4.11 3.21 4.25 3.60 787-5814 63 5.7 
aisle cncssnscacsacceseiccosctncnts 2,730.0 11.38 (NA) (NA) 9.32 6.31 9.00 2.504 129 -101 125 2.0 
Phillips Petroleum ...................css000 1,131.8 2.80 855.7 776.7 2.16 1.68 2.40 1.70 4938-3658 48 3.5 
I Tistisicksisi veccncivnvesesesaccnseseiic 4,440.03 5.89 3,318.03 3,205.93 4.62 2.79 4.00 1.31 534-37 46 2.8 
NI eestcscsnsiensessesssiessncsossossiun 1,251.0 5.18 940.2 874.0 4.11 2.31 3.50 3.00 6632-4658 63 45 
SE II ass ncsiccessnessnssectesscoons 2,976.1 4.16 (NA) (NA) 3.69 2.39 3.60 2.00 522-4412 48 4.1 
Standard Oil of Calif. .............00.0..... 1,650.0 4.56 1,260.4 1,175.4 3.35 2.97 4.00 2.00 6134-43" 59 3.3 
Standard Oil of Indiane .................. 2,010.1 4.24 1,529.9 1,380.7 3.21 2.42 3.50 1.405 50 -35'2 49 2.8 
I disks cnatiao as albdiistniabsotscissesuntassianes 771.6 4.17 584.7 532.1 3.63 1.98 2.85 1.004 69 -59 63 1.5 
Superior Oil Co. (Callif.) ..........000..... 109.71 39.201 (NA) (NA) 8.932 20.872 39.20! 3.00 1960 -1360 1910 15 
EI i cisccatiinnainnlaraiadinintbbecesseccsies 2,344.1 5,94 1,773.8 1,730.2 4.43 3.90 5.50 2.35 89 -55%4 85 2.7 
N.A.—Not available. 1—Year ended Aug. 31, 1958. 4—Plus stock. 
*—Based on latest div. rate. *—Quarters ended Nov. 30. 5—Plus 1/200 share of $.0.N.J. 
3—Represents approximately 60% of its stock with cash value of 
proportional share of the Royal Dutch- $0.30 a share. 
Shall group of Cos. 


fected U. S. companies are Gulf Oil, the owner of 
Mene Grande Oil Company which is the country’s 
third largest producer; Socony Mobil; Standard of 
California whose Venezuelan subsidiary is Richmond 
Exploration Company ; the Texas Company which has 
its own producing subsidiary in Venezuela and in 
addition has a half interest in Mercedes Petrolera; 
and International Petroleum which has a 25 percent 
interest in the production of Mene Grande. The only 
non-U. S. oil companies in Venezuela are Shell Vene- 
zuela, a member of the Royal Dutch/Shell group and 
Ultramar Company, a British concern which owns 
half the production of Mercedes Petrolera. For the 
respective production of each of these companies 
see the table in the text. 


What Next? 


For all these companies, plus the many new- 
comers, Venezuela will probably continue to be a 
highly attractive investment field, despite the bite 
of the additional tax. The question is whether the 
government has now completed its long-predicted re- 
vision of oil industry taxes or whether the recent 
increase is merely a first indication of things to 
come. The answer lies, of course, mainly in the field 
of politics. The recent tax increase applied to all 
business concerns and individuals in Venezuela. It 
did not single the oil industry out, as has therefore 
been charged by some companies (though the bur- 
den of the increase falls largely on the foreign oil 
and iron ore companies, since they are virtually the 
only ones in a high enough earnings bracket to quali- 
fy for the top tax rate). 

It is possible that the new president, who comes 
to power in February, will feel that the special 
problem of Venezuela’s share of the oil profits has 
not been settled by the recent general tax hike. If 
so, the possibility of further increases exists. In 
this connection, the recent statement by Creole’s 
president H. W. Haight (Please turn to page 497) 
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SPENDING 


By Allen M. Smythe 


ILITARY procurement in 1959 will be more 

directly affected by shifting emphasis on 
weapons systems including the coming into produc- 
tion, and operational status, of those projects just 
emerging from intense development, than it will be 
by Federal economy or the outcome of the contest 
between the “spenders” and the “savers”. 

Whatever happens to other budgetary items, na- 
tional defense is not likely to suffer. It will be sur- 
prising, indeed, if the total outlay is not well over 
the aggregate spending of fiscal year 1958. 

Some defense contractors will feel the pinch of 
developments. Some already have. On the other 
hand there will be beneficiaries of technical break- 
throughs and new scientific discoveries. 

The President in press conferences and messages 
to Congress emphasized the need for the new mis- 
siles and the spaceships, and also stressed that they 
must be procured at the expense of less modern 
weapons. They must supplant, not supplement, other 
weapons if the nation is to remain solvent. The Pen- 
tagon has already started to carry out the Presi- 
dent’s orders. 
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The President’s Approach 


At this point it might be interesting to analyze 
the President’s attitude on future defense spending. 
Under the law he is commander-in-chief of our 
armed services. His experience and background 
gives the nation and our allies confidence in his 
viewpoints. Recently he has been giving detailed 
attention to our military problems and has stressed 
this point. 

His chief goal is a dynamic national defense, 
thoughtfully and sensibly planned. His secondary 
aim is increased efficiency and the avoidance of 
waste. He has stressed that the cost of the new 
weapons is tremendous, even when compared with 
the marvelous resiliency and capacity of our 
country. 

He states: “Such expenditures demand both 
balance and perspective in our planning for de- 
fense. At every turn we must weigh, judge and 
select. Needless duplication of weapons and forces 
must be avoided. We must guard against feverish 
building of war armaments to meet glibly predicted 


THE MAGAZINE OF WALL SZREET 




















moments of so-called ‘maximum peril.” 

To the embarrassment of the Pentagon, the Pres- 
ident has been inclined to accept the Treasury’s 
figures on defense costs. The Treasury gives total 
expenditures and total estimated costs. The Pen- 
tagon is inclined to emphasize minimum produc- 
tion costs. 








Total Cost vs. Part Cost 






An example occurred in the State-of-the-Union 
address to Congress. The President stated that the 
over-all cost of the Atlas ICBM would average $35 
million per missile on the firing line. Last January 
the Air Force testified before Congress that the 
procuction cost of Atlas or Titan after the original 
order was completed would be $1.8 million per- 
mis« ile. 

Incidentally, this figure released to newsmen for 
the ‘irst time the classified number of ballistic mis- 
sile: on order. Previously given out was $3 billion 
for the total cost of the project. Simple arithmetic 
gives an answer of 90 Atlas’, or sufficient for nine 
squ.drons. 
| The President also has stressed the importance of 

missile development. He estimated that a total of 
$7 Lillion would be spent on such projects. The Pen- 
tagon had disclosed that expenditures for missile 
hardware, i.e., contracts to military contractors, 
would be at half this amount. Research, construc- 
tion of launching sites, transportation, and other 
cosis make up the other half. 

Pentagon consternation rose to great heights 
when they read the President’s statement that ‘‘cer- 
tain bombers cost their weight in gold.” They 
thought the President might be referring to the Air 
Force B-58 medium bomber or the Navy A3J car- 
ried bomber. 

Defense officials for the first time hastened to 
show high costs for their weapons. They pointed 



















North American Aviation has a contract for 25 
A3J Mach 2 carrier bombers for development and 
testing purposes. They weigh 31,000 pounds and 
total costs would average $17 million per plane. 
However, Navy and company officials say the pro- 
duction price is $5 million per plane which would 
make them cost about eleven times their weight in 
silver. 

The President also in recent speeches and confer- 
ences has cautioned that ordinary submarines now 
cost $50 million and that those of the Polaris-type 
cost over three times as much. He has often used 
the old analogy that modern fighter aircraft fly 
twice as high, over three times as fast, and cost 
50 times as much as the fighters of World War II. 

There is an implied threat that if Congress ap- 
propriates greater amounts than his budget request 
the President will again exercise his constitutional 
authority and not spend the money. All of this indi- 
cates that industry must expect some heavy shift- 
ing of funds from conventional armament to the 
new modern and scientific weapons of today. 


Armed Forces’ Accounting 


The three armed services list all weapons on a 
priority basis. Quarterly expenditure and projected 
costs enable the comptrollers to determine what pro- 
jects can fit into the appropriations available. A 
change in priority or an increase in cost of a top 
priority item can affect all weaponry of lower im- 
portance. It can cause stretchouts, hold-ups, and 
cancellations of lower priority items. Similarly, a 
performance failure of a high rated weapon could 
release funds to start production of others marking 
time after successful development. 


Program Changes Too 





out that if all expenditures on the B-58 were charged Variations in the international climate may, and 
to the planes so far produced the cost would be do, bring about program changes. An example of 
$26.7 million per plane. However, with a flyaway this occurred last spring when it was learned that 
weight of over 160,000 pounds this does not approx- the Soviet was deemphasizing heavy bombers and 
imate the $35 per ounce for gold. increasing their ballistic missile projects. 
l Department of Defense 
ilyze 
jing NEW OBLIGATIONAL AUTHORITY, DIRECT OBLIGATIONS AND EXPENDITURES 
our Fiscal Years 1958-1960 
ound (Millions ofDollars) 
| his 
nailed New Obligational Authority Direct Obligations Expenditures 
al a FY 1958 FY 1959 FY 1960 FY 1958 FY 1959 FY 1960 FY 1958 FY 1959 FY 1960 
‘Sse ———— ara . 
Department of the Army ......cccsesssesssesssecsseeseesseeens 7,731 9,343 9,357 9,725 9,719 9,907 9,051 9,165 9,264 
nse, Department of the Navy .....c.ccccssecssssssessssessesseeens 10,506 11,798 11,370 11,511 12,510 12,081 10,906 11,472 11,596 
gi Department of the Air FOrce ......c.:......scsssssssss0ssee: 17,732 18,717 18,682 19,151 19,896 19,308 18435 18,993 18,675 
re) 
new Office of the Secretary of Defense ...................... 777 1,279 1,441 656 1,310 1,411 669 1,170 1,410 
with RES EE ad 36,7479 41,1389 40,8509 41,042 43,435 42,707 39,602 40,800 40,945 
our —_—_—___—— - ———___—__—_—— 
NOTE: Includes proposed FY 1959 Supplemental of $294.2 million: “In addition, new obligational availability to be derived by 
both Army 51.7 million from revolving funds, as follows: 
d Navy 1276 ,, FY 1958 FY 1959 FY 1960 
e- Air Force 108.8, Army 400 375 200 
and OSD St « Navy 190 160 90 
rees Air Force - = 50 
rish Total 590 535 340 
ected 
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NOTE: includes proposed FY 1959 supplemental of $294.2 million. 


The Pentagon decided not to use extra funds Con- 
gress appropriated for the extended production of 
the heavy bomber B-52 and its aerial refueler, the 
RC-135. Both were made by Boeing which was 
rapidly reducing costs at the end of a volume pro- 
duction order. To cancel at this time would prove 
expensive. The medium bomber B-58 (Convair), 
tested and approved, was given further tests and 
evaluation. A total of 66 was ordered under several 
contracts, to keep the organization functioning. The 
price was high, around $18 million per plane, which 
could be reduced to around $10 million if several 
hundred were ordered. 

The dual approaches to this nation’s long range 
ICBM project, the Atlas (Convair) and the Titan 
(Martin) have been given further emphasis. Both 
are liquid propelled, thus necessitating complicated 
and expensive production, installation and main- 
tenance problems. 


Costs and Plans for Alternate Weapons 


A contract for a simpler, smaller “second genera- 
tion” ICBM, the Minuteman, was entrusted to the 
Boeing Co. It has a solid propellant and carries a 
new small atomic warhead recently developed by the 
Atomic Energy Commission. It can be fired from an 
underground site and will be far less expensive than 
the larger ICBM’s. Defense officials are talking now 
of production in the hundreds in three or four years. 

The Navy has given top priority to its 1500 mile 
range, solid propelled Polaris (Lockheed) and its 
carrier submarines. Designed to be fired under 
water it will add to this nation’s offensive strength. 
The cost of this project will probably average a half 
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Department of Defense 


NEW OBLIGATIONAL AUTHORITY, DIRECT OBLIGATIONS AND EXPENDITURES 


Fiscal Years 1958-1960 
(Millions of Dollars) 


New Obligational Authority 


Budget Category FY 1958 FY1959 FY 1960 FY1958 FY 1959 FY 1960 FY1958 FY 1959 FY 196C 

OPERATING COSTS 21,892 22,366 22,546 21,884 22,349 22,561 21,673 22,462 22,432 

QRRneery Persea ....cicascasencsccsscensencscasecsesecesseseses 10,398 10,720 10,642 10,386 10,666 10,642 10,440 10,636 10,617 
Reserve Components ............:ccccscceseeeeseeceereeeeeeees 1,204 1,183 1,153 1,172 1,207 1,162 1,185 1,204 1,164 
Operation and Maintenance ..................sese0 9,369 9,436 9,633 9,424 9,438 9,639 9,113 9,570 9,542 
Establishment-Wide Activities ...................:.00008 921 1,027 1,118 902 1,038 1,118 935 1,052 1,109 
PIII secu ccranscsseccnecccosensccacehiscabeatedschonsessn (567) (645) (715) (561) (645) (715) (562) (645) (715) 
NON gs atcras cach cana ca ik iothoesiosiens sasusivoubasosacsisnieetend (354) (382) (403) (341) (393) (403) (373) (407) (394) 


CAPITAL COSTS 15,315 19,306 18,615 19,157 21,086 20,147 18,112 18,578 18,849 

Major Procurement & Production ..................+++ 11,399 15,325 14,398 15,755 16,459 15,914 14,677 14,234 14,596 
NINN, Cait. sincssucstadicaksbachaninterssbsediabeacasnannonank’ (5,726) (6,345) (6,353) (8,237) (7,451) (6,948) (8,448) (7,117) (6,589) 
ook inci ca ea ccakiseushee ciescatiapiabaetuhtonaretntxouine (2,313) (4,345) (3,961) (3,391) (4,347) (4,126) (2,737) (3,360) (3,922) 
ccs See ka cakes Sta ag sesedbdeaeyeGOiaassadeavubcaents (1,781) (1,977) (1,343) (1,760) (1,931) (1,721) (1,156) (1,418) (1,643) 
MI ah chee casa beasicaisaasuacanceceapinresavecnacscastaesssabers (1,580) (2,658) (2,742) (2,366) (2,730) (3,118) (2,336) (2,340) (2,441) 

* Research and Development .................::::cc0ee0e00 1,912 2,639 2,711 1,847 2,702 2,711 1,742 2,355 2,594 
Military Construction ...........::ccccccceeseeseeeeennennees 2,004 1,342 1,506 1,556 1,925 1,523 1,693 1,988 1,660 


WORKING CAPITAL FUNDS 130 _ 30 a _ — ~723 —240 336 
Subtotal 37,337 41,673 41,190 41,042 43,435 42,707 39,062 40,800 40,945 

Available by Transfer ...........:.::csssssceeeseneeeeneees —590 —535 —340 
IIE ciscsssecccescnsacl tint ia actecsices alaassapsnataniaaabonst 36,747 41,138 40,850 41,042 43,435 42,707 39,062 40,945 


Direct Obligations Expenditures 3 








billion annually for the next several years. 

The launching of the Soviet artificial planet) 
Mechta confirmed unequivocably that the Soviets) 
have rocket engines more powerful than anything? 
in this country. However, this superiority is impor- 
tant only in the launching of spaceships. In the bal-¥ 
listic missiles race only enough power is needed to 
hurl a small atomic warhead from one hemisphere 
to another. America has this capability. 

In order to shift additional funds to these ballistic 
missiles a number of duplicate and less important 
projects were reviewed. A number have already 
been eliminated. More casualties are on the way. 

A decision was reached to halt production of the 
intermediate range Thor (Douglas) and Jupiter 
(Chrysler) after four squadrons for England and 
three for Italy were supplied. The Navy held up 
ambitious and costly plans for the Seamaster (Mar- 
tin), a fast, long range seaplane. 

The Air Force after some recent hesitancy ap- 
parently is going ahead with the B-70 chemical 
bomber and the long range fighter F-108. Both are 
Mach 3 all steel aircraft under contract to North 
American. Boeing is reported to have been given a 
subcontract for the steel honeycomb wings of the 
B-70. Lockheed is reported to have been awarded 
the wing subcontract of the F-108. 

The Goose, a surface-to-surface decoy missile was 
cancelled. This $240 million contract would have 
kept the four divisions at Fairchild at capacity for 
several years. The extra expense of launching sites 
was a factor in the decision. The Quail, a smaller 
decoy missile that can be launched from a plane will 
be nut into production by the McDonnell Co. 

The Rascal (Bell) air- (Please turn to page 491) 
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Realistic and Authoritive Forecast of... 
Prospects for AUTO Industry 


By SIDNEY L. 


HEN a cyclical industry has hit its lowest 

point in ten years, as the auto industry did in 
1958, even the first indications of an upturn are 
often regarded by overenthusiastic commentators as 
proof that normal sales and earnings will soon be 
restored. 

The auto industry has apparently passed its low- 
est point in sales, assuming that the business pick- 
up will carry to higher levels in 1959. Conditions 
for the industry should slowly improve this year. 
But some of the industry’s major problems remain 
to be solved. Despite the moderate improvement in 
sales that has occurred, from the low point of last 
year, it appears that 1959 will be another subnormal 
year when judged against the results for 1954-1957. 

Hence, it may be assumed that the recent rise in 
securities of automotive companies must have been 
based on long term hopes, rather than on near term 
facts. It is easy to over-estimate sales results 
achieved in December, 1958 as well as in January, 
because the auto industry’s strikes which closed 
major plants for extended periods in the last quar- 
ter have distorted the statistical sales picture. The 
strikes curtailed production and sales sharply in 
October and November—and for Chrysler in De- 
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cember—and thus deferred demand until later 
months. Nevertheless, dealers’ inventories of new 
1959 model cars have been rising steadily since No- 
vember, indicating that the public is not as eager 
to buy cars as it was in many good auto years, 
since World War II. In such years, cars were 
snatched up eagerly, regardless of whether they 
matched consumer specifications on color, optional 
equipment, etc. That is no longer true. 

Auto production last year totaled only 4,244,005 
units, against 6,115,461 in 1957. 

The improvement that has occurred in the auto 
industry since November has been more noticeable 
in production and deliveries to customers, than in 
new order bookings. Many car deliveries in Decem- 
ber were based on orders booked in October and 
November by dealers, following the initial an- 
nouncement and heavy advertisement of the new 
1959 models. In short, during the period of labor 
trouble, dealers built up order backlogs. Now those 
backlogs have been largely used up, as a result of 
recent heavy deliveries. From here on, the auto in- 
dustry faces the necessity of gearing up a massive 
sales effort, if deliveries are to equal the December 
figures of about 489,000 cars. 
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Hence, calm appraisal of recent sales trends does 
not reveal a basis for a sharp uptrend in sales this 
year to the levels of 1954-1957, when dealers de- 
livered 550,000 to 600,000 cars a month for relative- 
ly long intervals. A test of the true state of the 
market still lies ahead, but it is already clear that 
1959 will not be a boom year and may not be even 
a normal year for auto makers. The industry will 
do well to make and sell 5 to 5.2 million cars this 
year unless a speed-up in the general economic re- 
covery takes place. Such a speed-up would instill 
confidence and help to sell cars. But with the Federal 
Reserve Board ready to meet any sign of renewed 
inflation with tighter money policies, it is question- 
able whether the recovery will gain speed this year 
particularly since major strikes in steel and other 
industries loom ahead during the next few months. 

Here are the specific problems facing the auto in- 
dustry: 

1. A large segment of the public still is not en- 
thusiastic over the auto industry’s larger, costlier 
1959 model cars. Many potential car buyers are in- 
trigued with the economies obtainable in smaller 
compact automobiles. They are also not thoroughly 
sold on high horsepower V-8 engines such as are 
featured in over 70 per cent of current 1959 model 
cars. In view of the steady rise in gasoline taxes and 
gasoline prices, the public might be willing to buy 
more economical lower horsepower 6 cylinder en- 
gines, when these are offered. 

2. These consumer trends mean a possible dilution 
of auto companies’ earning power, at least partially 
off-setting any gain in volume of sales. Smaller, 
lower horsepower cars mean lower dollar sales. 

3. The interest in small cars is forcing Big Three 
car producers to tool up for introduction of new 
compact-type cars late next Summer. But it remains 
to be seen how successful the new models will be, 
in competition with the well-established Rambler 
of American Motors and with Studebaker-Packard’s 
Lark, as well as over forty imported small cars. 

4. If announcement of the new compact cars is 
made in May or June, which would seem to be the 
latest date for launching a publicity campaign in 
behalf of such new cars, the effect on sales of the 
present lines of 1959 model cars could be adverse. 
The public may take a “wait and see” attitude— 
deferring purchases until the new compact cars 
have been shown. In any event, the new small cars 
will tend to draw consumer interest and buying 
power away from the higher priced and more prof- 
itable larger cars. 


Analysis of Current Production 


Production of cars during December and early 
January has been running ahead of the same period 
a year ago. This has been caused primarily by two 
factors: First, the general recession of 1957-1958 
resulted in sharp cutbacks in auto buying. With the 
improvement in general business confidence, a mod- 
erate rise in production in 1959—possibly 10 to 15 
per cent over 1958—seems warranted. At such a 
time, consumers normally resume purchases which 
have been deferred. But car output this year will 
be subnormal compared with the four years prior 
to 1958. In this period production averaged 6.5 mil- 
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lion a year. 


The second reason for the higher rate of output) 
is related to the auto industry’s labor difficulties] 
in September and October. Strikes cut output sharp-} 


ly for several weeks. Inventories of 1958 model cars 
were cleaned out, and 1959 models were slow in ar- 
riving. During December, as well as in the ear'y 
part of this year, the auto assembly plants have been 
filling the pipelines. 

Inventories of new cars in dealers hands have 


been steadily rising—from under 300,000 on Nov.| 


1, to 451,000 cars on Dec. 1, and to over 550,000 cars 


on Jan. 1. In February and March, inventories will § 


continue to rise, possibly reaching a level of 750,000 


or more on April 1, unless a substanttal upturn o-§ 


curs in retail sales. 
The series of crippling auto strikes late last year 


has thus distorted the picture on sales. During D:-§ 


cember, car retailers delivered to customers around 
489,000 cars—substantially more than subnorm:.] 
November of 1958. 


Production in December was 593,000 cars, ind -§ 


cating a rise in inventories of 104,000 cars for the 
month, in spite of the fact that dealers were delive: - 
ing many cars on orders booked in previous month:. 


Either production will have to be cut back gradv- 





ally, within two or three months, or sales will have 7 


to show improvement over the levels of December 


and early January. Inventories cannot continue to 7 


rise at this rate during the entire first half. Norma - 
ly, a slight seasonal upturn in sales should occur in 


February and March, but it cannot be said with any | 


assurance that it will occur this year. 

Car manufacturers are tentatively scheduling pro- 
duction in January of 595,000 cars, about 22 per 
cent more than the 489,357 cars which were buil 
in January, 1958. The higher production rate is ac- 
counted for largely by the fact that the car manu 
facturers feel that inventories are not high enoug! 
as yet to assure a maximum sales effort by dealers 
Competition is particularly keen between Ford and 
General Motors, and in the battle for sales leader- 
ship, dealers are being encouraged to stock cars 
more heavily, so that they will have a wide selection 
of cars for potential customers. But this does not 
mean that sales are booming as yet. 

In the light of statistics currently at hand, it is 
too early to say whether the auto industry will sell 
substantially over 5 million cars in 1959. The actual 
sales pace maintained in December (as measured 
by deliveries by dealers to customers) was apparent- 
ly close to 5.5 million, but a good proportion of the 
cars delivered had actually been ordered in the two 
preceeding months. The true level of demand will 
not be apparent until stocks of cars reach a peak 
level, and dealers attempt each month to book new 
orders of about 500,000 cars or more. Such a level 
of bookings would be needed to assure a 5.5 million 
car year, making allowances for seasonal declines 
in the Summer months. 


The Big Three 
Several basic problems still remained to be solved 
by the Big Three producers—General Motors, Ford 
and Chrysler. 
The most important problem is the growing threat 
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of the small and “compact” cars. Small cars include 
the low-priced economy cars offered by Volkswagen, 
Renault, and many other European producers. The 
compact cars are the American made cars: the 
Rambler line of American Motors, and Studebaker- 
Packard’s new Lark. 

Sales of small European-model economy-sized, 
cars had been doubling in each year since 1956. 
They reached a level of nearly 400,000 in 1958, and 
may level off this year at around 400,000 to 500,000, 
largely because of increased competition that is 
being offered to them by the American built Rambler 
and Lark. 

Gains by Rambler have been even greater than 
those of the small foreign cars, during the last six 
months of 1958. Rambler’s output last year moved 
up to about 216,000, nearly double its production 
for 1957. Studebaker-Packard, in recent weeks, 
seems to have found good customer interest in its 
Lark in its initial year. The company’s production, 
because of this new entry, has been averaging over 
2,200 a week, and is moving to higher levels. This 
is over three times its rate of output in the same 
months of 1958. 

The success of Rambler and of Lark in recent 
months has made it plain that the Big Three will 
have to introduce comparable compact cars, with 
wheelbases of about 108 inches against 116 or 117 
inches for Chevrolet, Ford and Plymouth. Tooling 
for these new cars has been virtually completed. 
They should be ready for introduction this Fall. 


Small Car Problems 


For a time, however, introduction of these new 
economy cars by the Big Three will create almost 
as many problems as it will solve. In recent years. 
the manufacturers’ profits have been affected not 
only by the drop in total volume, but by the shift 
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Position of Leading Automobile and Truck Manufacturers 
1957 Ist 9 Month- Estimated 
Net Earnings Net Profit Net Earnings 1958 Ind. 
Sales Per Net Sales Margin Per Share Earnings Div. Price Range Recent Div. 
(mil.) Share 1957 1958 1957 1958 1957 1958 Per Share (*}) 1958-1959 Price Yield 
American Motors .... — _ 362.2! 470.3! 43.2% 5.5% 42.12! 4.651 4.65! (4) 41% 8 39 - 
NIE = cassensanespecssuss 3,564.9 13.75 2,745.8 1,486.1 3.7 43.0 11.87 45.18 (5) 1.00 592-44 52 1.9% 
Ford Motor Co. ...... 5,771.3 5.19 4,419.2 2,682.9 §.3 d 6 4.22 d 30 1.20 1.60 56 -37% 55 2.9 
F-uchauf Trailer ...... 243.2 21 178.9 153.7 1.5 a 38 .001 0.05 - 2058- 9% 19 - 
Ceneral Motors ...... 10,989,8 2.98 8,235.0 6,744.2 7.3 5.9 2.14 1.39 2.20 2.00 52 -33%4 4g 4.0 
lot. Harvester ........ 1,171.3 2.88 852.3- 776.2- 3.67 3.7 1.95- 1.81- 2.60 2.00 44 -27 41 48 
iack Truck ............ 263.6 4.33 201.0 188.6 4.4 2.5 3.54 1.88 3.00 1.80 364-2158 33 5.4 
tude.-Packard ........ 213.2 41.73 147.4 92.0 48.3 424.4 41.92 43.50 (5) - 16 - 2% 14 - 
WE COGEN 5sccsseccece0s 29.9 46.22 (3) 31.0 (3) 4.1 (3) 2.31 3.00 - 15\e- 35% 14 - 
Vhite Motor .......... 225.9 6.66 171.6 189.0 2.8 2.1 4.77 3.92 6.25 3.00 73 -40'2 72 4.1 
i—Deficit. ; 1—Year ended September 30. 4_Declared 5% in stock payable 1/5/59. 
—Based on current rate. 2—9 months ended July 31. 5—Deficit. 
3—1957 period not comparable due to 
IL be a 7 ace ti LJ dj t ft: 


in demand from medium priced cars to the low 
priced lines—Chevrolet, Ford and Plymouth. Now 
the demand may shift from the latter to compact 
economy cars. 

Last year, low priced cars of the Big Three ac- 
counted for nearly 63 per cent of the industry’s total 
ouput, against 60 per cent in 1957. The new compact 
cars, of the Big Three will be priced between $1800 
and $2000—at least $200 to $300 under present 
Chevrolet-Ford-Plymouth’s lowest prices. This will 
mean sharp competition not only for the present 
volume leaders, but also for present medium priced 
cars. 

In short, there is a possibility that unless the Big 
Three can develop some unusual production econo- 
mies, that the introduction of the new compact 
cars will mean a reduction in profits per dollar of 
sales or per unit sold. The industry will be doing 
what it has long tried to avoid :— it will be “trading 
down,” creating a demand for a product on which 
the margin of profit is lower than on its present 
lines of cars. 

The impact of this trend may not be felt all at 
once. Next year could be a better year for general 
business, and total volume could show further im- 
provement. In that case, the erosion of profits caused 
by the introduction of new, small, low profit cars 
would not be apparent at once. But if the compact 
cars continue to account for a steady rise in their 
share of the market, sooner or later the auto in- 
dustry will face smaller profit margins per car sold 
than it has seen in most of the postwar period. 


The Profit Picture 
This drop in profit per car may eventually—say 
by 1965—hbe offset by growth in the total number 
of units sold. The car population is expected to in- 
crease from present (Please turn to page 493) 
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T the beginning of 1959 insurance companies gen- 

erally, and fire and casualty insurance companies 
particularly, find their position and prospects sub- 
stantially improved over what they were in January 
of 1958. Fire and casualty stocks have given a fine 
account of themselves, rising from their depressed 
prices of a year ago by a healthy average of 46%. 
This is better than the 33% gain in the Dow, Jones 
Industrial Average—from 440 to a level of 585 
during 1958. 


Fire and Casualty Companies 


While a year ago there were only dim hopes that 
1958 would show some improvement in under- 
writing results compared with the dismal perform- 
ances of 1956 and 1957, prospects for the fire and 
casualty companies, today, definitely appear to be 
in an improving trend. Underwriting results for the 
fire and casualty insurance companies as a group 
continued to be poor during the first quarter of 
1958. However, by the time that second quarter 
statements were available it began to appear that a 
significant change for the better was developing 
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Contrasting Prospects for...| 
INSURANCE COMPANIES 


By W. A. Lukens 


within the industry. Third quarter results indicated 
a continuation of the improvement noted in the pre- 
vious three months, tending to confirm the conclusion 
that the unfavorable phase of the underwriting 
cycle had at last given way to the recovery stage. 
The years 1956 and 1957 were among the worst, 
from the standpoint of underwriting experience, in 
the history of the fire and casualty insurance busi- 
ness. Statutory underwriting losses totaled $134 
million in 1956 and $358 million in 1957, or almost 
half a billion dollars for the two year period. In 
terms of the ratio of combined losses and expenses 
to premiums, for a representative group of stock 
fire and casualty insurance companies the averages 
were 102.0% in 1956 and 104.4% in 1957. By quar- 
ters these percentages, which reflect most effectively 
the underwriting profitability of the insurance busi- 
ness, were as follows for 1957 and 1958: 
Expenses and Losses As % of Premiums Earned 


1958 1957 
3rd Quarter 98.9% 105.3% 
2nd Quarter 100.1 102.9 
lst Quarter 105.4 104.0 
Nine Months 101.4 104.1 
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ance of the indus- 
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) was actually in the 
black in the third 
» quarter is most en- 
)couraging, especi- 
Jally in comparison 
) with the very poor 
5 third 








The improve- 
ment in under- 


Life Insurance 
in Force 
(In Billions) 


quarter by 
quarter, is demon- 
strated by the 
drop in these 
ratios. The fact 
that the industry 


Assets 
(In Billion 
$107.2 
101.3 
96.0 
90.4 
84.5 
78.5 
73.4 
68.3 
64.0 
59.6 
55.5 


1958 (Estimated) 
1957 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 


*—Not available due to uncertainty about 


quarter of 
1957. Although further improvement in underwrit- 


Jing results is expected in the last quarter of 1958, 
) it will be difficult for the industry to bring the com- 


bined loss and expense ratio much under 100% for 


» the full calendar year. 


Reasons Behind Improvement 


Some of the factors which have contributed most 
to the improvement in fire and casualty insurance 
company underwriting results in 1958 are: 

» Upward readjustments in rates in both fire 
and casualty lines have taken place over the past 
two years and are only now beginning to have their 
beneficial effects on earnings. Over the next two 


| years these effects should become increasingly help- 


> ful to earnings. Automobile bodily injury and prop- 
erty damage insurance rates have been increased 
substantially (by about 209) in two rounds of in- 
creases (one in 1957 and a second in 1958) in prac- 














Average of 15 Companies 


1—Includes equity in increase in life insurance in force valued at 
$15 per thousand for ordinary, $5 per thousand for group, and 
50% of annual premiums for industrial. 

2—Includes equity in life insurance in force at same valuations 
as in 1, 

3—Adjusted for 333% stock dividend paid in 1957. 

4_Adjusted for 100% stock dividend paid in 1956. 

5—Adijusted for 23% stock dividend paid in 1956. 

6—Adijusted for stock dividends of 50% (1957) and 5% (1958). 

7—Adijusted for 10% stock dividend paid in 1957. 

8—Adjusted for 25% stock dividend paid in 1957. 








Admitted 





Data On Leading Life Insurance Company Stocks 


Dividend Price Total as % in Life 

Market Price ——— Increase 1957 Present as % of Times Equity of Insurance 

1955 At At from Adjusted Dividend Adjusted Adjusted Value at Equity in Force 

High 12/31/57 12/31/58 12/31/57 Earning! Rate “Yield Earnings Earnings!12/31/572 Value 1947-57 

BR sities sacstodosinorbcasia 292 183 240 31% $14.74 $3.40 1.41% 23.1% 163 $175.72 137% 198% 
Commonwealth Life ............. 19543 17 26% 58 1.88 0.20 0.74 10.6 14.3 15.44 174 216 
Connecticut General Life....... 3104 236 360 53 17.31 2.20 0.61 12.7 20.8 206.92 174 288 
Continental Assurance ......... 188125 112 169 51 7.52 1.20 0.71 16.0 22.5 64.40 262 464 
nen 65%46 51%14 82% 60 3.7114 0.40 0.49 10.8 22.2 21.8414 377 416 
Gulf Life Z 2034 25% 18 1.61 0.50 2.05 31.1 15.1 18.87 129 169 
Jefferson Standard Life ....... 108 68 8912 32 6.87 1.25 1.40 18.2 13.0 65.47 137 164 
Memens Clly LiF ......00..sss0csc000 2000 1050 1570 50 122.19 8.00 0.51 6.5 12.8 1344.38 117 72 
Liberty Netional Life ............ 25%? 28 483416 72 2.68 0.29 0.60 10.8 18.0 17.84 270 191 
Life Insurance Co. of Va. ..... 803410 467410 5334 15 4.2719 1.20 2.23 28.1 12.6 57.9510 93 112 
Lincoln National Life ............ 272124 169 252 49 16.46 2.00 0.79 12.2 15.3 154.07 164 212 
Monumental Life _.............. 7511 513411 66 28 5.6611 1.20 1.82 15.9 11.7 52.7011 125 78 
National Life & Accident ...... 891212 7712 120 56 6.7312 0.50 0.33 7.4 17.8 56.6912 212 176 
Travelers Insurance 72% 95 31 5.06 1.10 1.16 21.7 18.8 71.20 133 166 
United States Life ................. 21415 4534 115 2.3715 0.15 0.33 5.1 19.3 16.5015 277 385 

48% 185% 


states 


tically all 
except New York. 
Before long even 
New York will 
have to bring its 


Net Rate of Interest Earned 
on Invested Funds 
Before After 

Income Income 
Taxes Taxes 


3.85% * 
3.74 3.43% 
3.63 3.33 
3.51 3.23 
3.46 3.24 
3.36 3.15 
3.28 3.07 
3.18 2.98 
3.13 3.00 
3.06 2.98 
2.96 2.96 


Death 
Rate 


automobile insur- 
ance rate schedules 
up, in line with 
the other states, 
permitting the in- 
surance companies 
to earn a fair 
return on this 
business. 

.& During 1958 
there seems to 
have been some 
tapering off in the loss experience of many fire and 
casualty insurance companies. Accident frecuency 
and severity has declined, and for the first ten 
months of 1958 fire losses in the country increased 
only 3.3% over the previous year versus a 5.4% rise 
in the first ten months of 1957 over the comparable 
1956 period. There seems to have been a diminution 
in the number of costly catastrophies of previous 
years such as Hurricane Audrey and major acci- 
dents in the air and on the seas. Extended coverage 
insurance showed a marked improvement in profit- 
ability last year. 

& Many of the fire and casualty insurance com- 
panies have taken steps to tighten up their under- 
writing practices, to reduce expenses of operation 
and to adjust commission rates on certain lines 
where little selling effort is required of the producer 
and where higher premium rates permit lower com- 
mission schedules without reducing the dollar 
amounts received by (Please turn to page 495) 


per 
s) Thousand 

9.6 

9.6 

9.4 

9.3 

9.2 

9.6 

9.7 

9.7 

9.6 

9.7 
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tax law. 





Estimated Price Increase 


16.7 220% 


1.01% 14.4% 

9—Adjusted for 5 for 1 split and 20% stock dividend, both in 1957. 

10_Adjusted for 4% stock dividend and 2 for 1 split, both in 1958. 

11—Adijusted for 333% stock dividend paid in 1958. 

12—Adijusted for 20% stock dividend paid in 1958. 

13_Adjusted for 2 for 1 split and 20% stock dividend (both in 1956) 
and 25% stock dividend paid in 1958. 

14_Adjusted for 5% stock dividend paid in 1958. 

15—Adjusted for 25% stock dividend paid in 1958. 

16_A stock dividend of 25% has been proposed for 
in 1959. 


payment 





JANUARY 31, 1959 





— Dk, gi 
; i¥ y ar; 
















ror PROFIT ano INCOME 


that small cars, then all imports 
from Europe. were only a tiny 
speck in the eyes of the U.S. au- 
tomobile industry. Now it is a big 








Rails power. Obviously, they would 


have preferred to be let alone ing 
concentration on big cars at pro- 
portionately big unit profits. (See? 


As this is written, rails seem 
pointed higher and show relative- 
ly more strength than the indus- 


trial list. In our issue of last Oc- 
tober 11, four high-yield rails 
were recommended here for re- 
turns ranging from 6.3% to 
6.7%. The stocks: C. & O., Great 
Northern, L. & N., and Nickel 
Plate. The subsequent appreci- 


speck and getting bigger. In 1958, 
foreign cars had a reported 8.2% 
of the U. S. market, against 3.3% 
in 1957. Including American 
Motors’ Rambler and Studebak- 
er’s Lark, small cars had total 
sales close to 15% of the U. S. 
market in December. All of which 


story “Automobile Industry at the 
Crossroads” page 479 of this is- 
sue). 


Cross-Currents 


Stock groups reflecting above-§ 


average demand in recent trading | 
sessions up to this writing in-} 
clude air transport, aluminum, 
auto parts, construction, chemi- 
cals, coppers, electrical equipment 
and appliances, farm equipment, 
















ae 


ation to date averages about 16%, 
or fairly well in line with that of 
the rail list. There is something 
to be said for the combination of 
about average gain, with yield 
well above average. Now yields 


is a pain in the neck for the Big 
Three. We continue to think their 
coming reluctant entrance into 
the small-car business will not 
bring a net addition to earning 

















on these four stocks, even though 

pared materially, are still rela- INCREASES SHOWN IN RECENT EARNINGS REPORTS 
tively attractive. They range 1958 1957 
from 5.7% to 5.9%, with divi- eT See Year Oct. 31 $3.27 $3.17 
dends apparently safe at least BCG TOR GC GORE cnccscscccesscsccesccesccnscsecee Quar. Nov. 20 36 .07 
until the next business slump I i a, a accaiancansgncdbincehasskeians 6 mos. Nov. 30 3.14 2.59 
comes along. We would hold the General Telephome ............:..:ccccccsssessesseeseeeeeeeee 12 mos. Nov. 30 3.20 3.08 
stocks. It is getting late for new Wesson Oll & SmOwd rift ...cs.ccscccccsssocsccccsccscees Quar. Nov. 29 55 42 
buying in this advanced bull mar- Cessna Aircresft CO. csccsssssssscsssssssssseessssseeseees Year Sept. 30 6.18 5.04 
ket. SINE PIII NURI, sc cccscocsconetonchscchacpenanneseceosen 11 Mos. Nov. 30 8.05 6.95 
NR GE. 0 iy TNE nceissnessscaserseectcncecasees Year Nov. 1 2.60 2.21 
Big Speck Tennessee Gas Transmission ............:::csseeses 12 mos. Nov. 30 1.74 1.52 
EEE ie Ree Re REE PAIS Quar. Nov. 30 76 .52 

It was just a few years ago ————— 
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© meat packine, metal fabricating, 
radio-television, rails and rail 
equipment, shoes, steel, tobaccos 
and variety stores. Groups which 
have recently been faring worse 
than the market are principally 
aircraft, automobiles, coal, 
finance companies, gold mining, 
machine tools, oils (mainly the 
inte nationals) , food-store chains, 
mo ies, paper, shipbuilding, sul- 
phi v and tires. 











Coc 






} ollowing a sizeable prior ad- 
vai ce, stocks of bituminous coal 
prc ducers are entitled to a slow- 
do\'n on technical grounds alone. 
De pite a further shrinkage this 
ye:r in exports of coal to West 
Eu ‘ope, from the abnormal] level 
of 1 couple of years ago, total de- 
mz:nd figures may be up substan- 
tia ly as a result of industrial re- 
co ery and further growth in fuel 
needs of electric utilities. Prices 
wil be firmer. Profits of most 
conpanies were down in 1958, in 
sone cases sharply. Good 1959 
gains are likely. Some of the 
stocks look high. None is cheap. 
Probably Pittston Company— 
© mainly in coal, also in oil distri- 
> bution, trucking and warehous- 
ing—seems the best bet, with the 

































ducer of copper, lead and zinc, 
Cerro de Pasco earned $8.87 a 
share (before depletion) back in 
1955 when metal prices averaged 
much above the present level; but 
profit skidded to an estimated 
$2.80-$2.90 a share in 1958. In 
the meanwhile, the company ac- 
quired U. S. metal-fabricating 
concerns to broaden and diversify 
its position. A merger of Consoli- 
dated Coppermines—which has 
sold its mining properties and is 
now a copper and brass fabrica- 
tor—is pending and will further 
strengthen Cerro’s position. On 
the present basis, the company 
could approach previous best 
earnings without anything like 
previous highest metal prices. It 
can do so on rising volume, with 
moderately firmer prices. Net this 
year might be $4 to $5 a share. 
In short, Cerro may be among 
the first, if not the first, of the 
copper-lead-zinec producers’ to 
have a full or nearly full profit 
recovery. Dividends are at $1, 
with another 5% stock extra ex- 
pected soon. The stock is per- 
forming well. At 48, in a 1956- 
1959 range of 7734-2414, we 
think it has a basis for working 
substantially higher over a rea- 
sonably extended period of time. 











orci stock now at 68 in a 1957-1959  Clevite Corp. 
at pro-§ range of 84-3934. Profit in 1958 
s. (Sees Probably was around half 1957’s In our issue of December 6, the 
ratthes record $7.15 a share. The latter stock of Clevite Corp. was recom- 
his is-@ figure might be approximated or mended here at 23 for specula- 
approached this year; and it tion, based on a good rebound, 
could be materially exceeded by possibly to a new peak approach- 
1960. The company has the bene- jng $3 a share, in 1959 earnings. 
fit both of business recovery and Recently, on large trading vol- 
above-§ ©! 4. major new, uncommonly effi- yme, the stock broke through a 
radingp Cent, low-cost mine. Dividends jong-standing resistance _level 
ie in-g are at $1.20, plus 5% a year in around 25 and is around 30 at 
‘inum, stock. this writing. The percentage rise 
-+hemi- in a short time has been substan- 
pment § First? tial. If you bought the stock, stay 
ment, with it for further possibilities 
As an important Peruvian pro- after some likely consolidation. 
| ne 
1957 | DECREASES SHOWN IN RECENT EARNINGS REPORTS | 
33.17 | | 1958 1957 
07 Tishman Healty & Con. Co. ....cccccccccsceeseeeeees Year Sept. 30 $1.50 $2.02 
2.59 NI TIS ivccsccaccncosnstesstccsensesenesovavensssbesee Quar. Nov. 30 65 82 
3.08 FINNIE HII” <ncciceushacasensscncensnisssseeobonecunbusincn 11 mos. Nov. 30 .09 1.54 
42 South Amer. Gold & Platinum 9 mos. Sept. 30 17 1.53 
5.04 U. S. Borax & Chemicdl ................ Year Sept. 30 Al 1.15 
6.95 Guantanamo Sugar Co. ........ccccccseeseesseenseenees Year Sept. 30 29 1.98 
2.21 Sheraton Corp, of Amer. ...........:ccccccsseeseesees 6 mos. Oct. 31 39 53 
1.52 | Re I, IRS Seis vncdcsicccsscscsnesecechioncses Year Oct. 31 2.14 4.47 
52 I iis icant Year Oct. 31 5.24 6.21 
PI TORI  ciscssiscececscieiceniccosssesss Year Sept. 30 77 2.19 
pe ae t] { 
A TE A <A RST | 
REET 
JANUARY 31, 1959 











We do not advise new buying at 
the issue’s improved level. 


Viscose 


American Viscose is the largest 
producer of rayon; and a sizable 
maker of cellophane. It has a 
50% interest in Chemstrand 
Corp., a big maker of nylon and 
Acrilan; and 50% also in Ket- 
chikan Pulp Co. The rayon busi- 
ness has gone through the wring- 
er in recent years, with profits 
drastically reduced. The company 
may report net around $1.20- 
$1.30 a share for 1958, against 
1957’s $1.65, excluding non-con- 
solidated equity in joint-venture 
earnings roughly equal to those 
of Viscose. Peak profit was $6.26 
a share back in 1950. The stock’s 
all-time high was 633% in 1951, 
the next best level 571% in 1955, 
on earnings of $4.66 a share and 
a $2 dividend, against a present 
$1 rate. With a recovery under 
way, Viscose might net anywhere 
from $2 to $2.50 a share this 
year; or around $4 or more, in- 
cluding its share of affiliated- 
company profits (mainly pro- 
vided by Chemstrand). The stock 
is at 37 in a 1957-1959 range of 
445-25. At a time of record 
prices and very high price-earn- 
ings ratios in much of the market, 
this relatively depressed issue 
seems to have speculative poten- 
tials for a sizable further re- 
covery. 


Store Stocks 


All present indications point to 
fairly good gains in retail sales 
this year, and to some improve- 
ment in margins. Earnings are 
already at record levels in the 
food-store field and a few other 
special situations, with stock 
prices up accordingly and gen- 
erally high. Current-year earn- 
ings should be the best in some 
years in the department-store 
and variety-chain fields. The lat- 
ter stocks have been depressed 
for a long time, but show im- 
proving market action now. Most 
department store issues have no 
better than so-so records in earn- 
ings and market performance in 
recent years. You can say this for 
these stock groups: they are not 
inflated and not particularly high 
on possible 1959 earnings. Fair 
values are offered by Allied 

(Please turn to page 500) 
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OF ACTIVITY 7-5 

Busi : 
usiness E 
T d Industrial Production a? 
ren (FRB INDEX. 1947-1949-100) af 
SC ave atest q 
Forecaster * 
T 
THE TREND FORECASTER P 
INTERESTING TO NOTE — Scaut at eGut r 
The rise in industrial production n 

line between 1956-57 was offset RELA STRENGTH MEASUREMENT 
by economic decline in that i 
period, accurately forecasting errs k 
heavy inventory accumulations. ehaabamae: sapaceaen k 
| 
' 
, ( 
1958 

{ 
Win the many revolutionary changes in our economy, This we have done in our Trend Forecaster (developed 

it was evident that various indicators previously used should over a period of several years), which employs those indicators 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found ‘o 7 
eately forecast developing business trends. most accurately project the business outlook. g 
As can be seen from the chart, industrial activity in itself) | 
is not a true gauge of the business outlhok—the right answer 9 

COMPONENTS OF TREND FORECASTERt can only be found when balanced against the state of oure 
: ' ec y- The Trend Forecaster line does just that. When it © 
166 changes direction up or down a corresponding change in our | [fF 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 








425 particularly favorable indications cause a rise that exceeds 
JN New Incorporations of plus 3 for a period of time, a strong advance in general busi- 
11 (Hundreds, o ness is to be expected. On the other hand, penetration of 
; minus 3 on the down side usually precedes an important con- 
a P traction in our economy. 
a \ Stock Prices P We believe that subscribers will find our Business Trend 
%{. (MWS Index) ? Forecaster of increasing usefulness both from the investment 
yo Close-100) |e 133 and business standpoints. 
132 ~~ Jo-Durable Goods ” Current Indications of the Forecaster 
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—New Orders 
(Billions of dollars) 


As the new year begins, the sensitive ind:cators 
entering into the Trend Forecaster remain in a clearly 
Raw Industrial Commodity Prices| "189.5 Pane consenene. 

Mien), (1947-49-10) sR, 39,7 P Stock prices began the year at a new peak. 
ng 4 Housing starts had returned to the highest level in 
over four years. 


93.3 


*, 
"*, 
"a, 
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400) 














oslo Average Hours Worked Average hours worked in factories were largely 
suse” SY (Hours per week) recovered from their collapse of the 1958 recession. 
in 54.9 Commodity prices and new orders in durables in- 

yf 143 dustries had improved significantly from their re- 


ee tel 
Business Failures “ cession troughs. 


tiie om New incorporations climbed well above their 1957 


—inverte: 






































wr J 
oo nny, | se, al) Resalag Starts peaks. Only business failures (inverted) and non-re- 
| ae sidential appeared to be unresponsive in late 1958. 
1.83 Nonresidential Construction Contracts (a The Relative Strength Measurement, which had risen 
Peed ————S=r>re——~ above the crit:cal +3 level at midsummer of 1958, has 
pn 142 stayed above that level ever since, and continues to 
ritirtirtirtirtirtittit forecast further short-term recovery in general business 
[coe a a conditions. While recent hesitations in a few of the series 

















(business failures, commodity prices) do not yet signify 


ear Reg ae anything, they should be watched for implications as to 
(SD Beseaon ¥.W. Dodge data 2 month moving averaa?. Tn conctant dollars, the last half of the year — still in doubt. 
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CONCLUSIONS IN BRIEF 


PR )DUCTION—recorded a small advance in Decem- 
be-, and a slight further rise in January. Outlook: 
fu her gain, at a slow rate, in remainder of first 
qu irter. Gains probable in machinery lines, primary 
arn | fabricated metals, and most nondurables. 

TR ADE—Year-end 1958 saw retail volume hit new 
pe tks; for next three months, the seasonally adjusted 
rae is likely to stick at about $17.3-17.5 billion per 
mc nth. 


MONEY & CREDIT—No short-term trend now ap- 
pce rent; supply of funds adequate, rates about stable. 
H« wever, personal credit uses (mortgages, instalment 
loins) now revived; if joined by any revival in busi- 
noss demand for funds, money market will tighten 
qi ickly. 


COMMODITIES—No indication of inflation in whole- 
scle and retail prices themselves, as of the end of 
1958. Farm prices ended the year in a gradual 
decline, while industrial prices were in a slight up- 
trend. In early 1959, no important change in prices 
imiminet. 
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HE issues on the general business environment of 

1959 now appear to be clearly joined. As indicated 
in this column on several earlier occasions, these is- 
sues are the 1959 automobile market, and the 1959 
market for capital goods (including commercial and 
manufacturing construction). For the rest, one can 
make some reasonably safe approximations, certainly 
for the first half at least. 


Among soft-goods lines, there is little reason to 
expect anything but steady improvement in produc- 
tion, sales and earnings in 1959. In chemicals, paper, 
and textiles, recovery from the the 1958 recession is 
already complete, and further gains are in prospect. 
Prices are strengthening in both chemicals and paper, 
and users have begun to rebuild the inventories that 
they liquidated six months ago. At mid-1959, all of 
the industries in the soft goods group should be in 
a condition of record prosperity. 


In autos, the situation is still unclear. Recent sales 
rates have been showing steady improvement. By 
most seasonal adjustments, the rate of new-car sales 
in December evidently came close to six million at 
annual rates, a very marked improvement from the 
rates prevailing a year earlier, or from the average 
rate for 1958 as a whole. However, part of the im- 
provement may stem from the increased factory 
deliveries of cars, which were not available in Oc- 
tober and November because of strike-impeded pro- 
duction in those months. The auto outlook for 1959 
as a whole is also somewhat obscured by (a) the 
possibility of a mid-year steel strike, and (b) the pos- 
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Essential Statistics 









































































































































































































































































Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB)...... 1947-'9-100 | Dec 142 141 135 
Durable Goods Mfr..........sccscescese-sseeee 1947-'9-100 | Dec. 152 152 146 
Nondurable Goods Mifr.............4: Siena 1947-’9-100 | Dec 136 135 127 
Mining 1947-'9-100 | Dec 123 123 123 
RETAIL SALES*..... Rear ein cemvasahcaibiaalensl $ Billions Dec 17.5 17.0 16.9 
Durable Goods... ...ccccccccce scccsssseeseree | $ Billions Dec 57 5.5 5.6 
Nondurable Goods $ Billions Dec 11.8 11.4 11.3 
Dep’t Store Sales 1947-'9-100 | Dec 145 137 138 
MANUFACTURERS’ | 
New Orders—Total*............ccccsceees $ Billions Nov 27.9 27.9 26.0 
I a | $ Billions Nov 13.7 13.5 12.4 
Nondurable Goods.......ccssssssssseee | $ Billions Nov 14.4 14.3 13.7 
Shipments* | $ Billions Nov 27.2 27.6 27.2 
CAN Ghia esscasssnssinesesnssacis | $ Billions Nov 12.9 13.4 13.5 
Nondurable Goods...............ceesee $ Billions Nov 14.2 14.2 13.7 
| 
BUSINESS INVENTORIES, END MO.* | $ Billions Nov 85.1 84.9 91.0 
Manufacturers’ .....csssssesssessssseeseeeeseees | $ Billions Nov 49.3 49.3 53.9 
Wholesalers’ $ Billions Nov 12.1 12.1 12.8 
Retailers’ $ Billions Nov 23.7 23.5 24.3 
Dept. Store Stocks 1947-'9-100 | Nov 153 152 154 
CONSTRUCTION TOTAL.................:c000008 $ Billions | Dec 4.0 4.4 3.8 
Private $ Billions Dec 2.9 3.1 2.7 
RN ctl Soares $ Billions Dec 1.6 17 1.4 
All Other | $ Billions | Dec 1.3 1.5 1.3 
Housing Starts*—a.........cccscesseeseeenee | Thousands | Dec 1430 1330 1000 
Contract Awards, Residential—b...... $ Millions Nov. 1206 1595 930 
All Other--b | $ Millions Nov. 1388 1714 1441 
EMPLOYMENT | 
PIII 5 ccnscavokassossthxesaaashsiabigi | Millions Dec 64.0 64.7 64.4 
Non-Farm Millions Dec 51.8 51.4 52.6 
MINI niinircssinssnecsioisssticncnenthoain Millions | Dec 8.3 8.1 8.1 
RI, canCaiancikcmcsasastines | Millions | Dec. 11.9 11.4 12.1 
Factory me | Millions | Dec 11.9 12.0 12.4 
RRAG WHI 5i.ss<.secescoececsorecessens | Hours | Dec 40.2 39.9 39.4 
Hourly Earnings....c.csscsssssesseeen | Dollars | Dec 2.19 2.17 2.10 
Weekly Earnings................000008 | Dollars | Dec 88.04 86.58 82.74 
PERSONAL INCOME™...............ccccccsosssseee | $ Billions | Dec. 359 360 348 
Wages & Salaries | $ Billions | Dec. 243 242 237 
Proprietors’ Incomes | $ Billions | Dec. 58 58 55 
Interest & Dividends................ccc00 | $ Billions | Dec. 30 32 30 
Transfer Payments | $ Billions Dec. 26 27 23 
Farm Income $ Billions Dec. 17 17 15 
CONSUMER PRICES 1947-'9-100 | Nov. 123.9 123.7 121.6 
INNER vacasisiassincianseadhsangissncesssascenenssiasonbnces 1947-’9-100 | Nov. 119.4 119.7 116.0 
III: acccticeskcnscnnsiacnaies 1947-'9-100 | Nov. 107.7 107.3 107.9 
Housing 1947-'9-100 | Nov. 128.0 127.9 126.8 
MONEY & CREDIT 
All D d Deposits* $ Billions Nov 110.3 110.0 105.9 
Bank Debits*—g $ Billions Nov 80.5 87.7 79.0 
Business Loans Outstanding $ Billions Nov 30.6 29.7 31.5 
instalment Credit Extended’”............ $ Billions Nov 3.6 35 3.6 
Instalment Credit Repaid* $ Billions Nov 3.4 3.4 3.4 
FEDERAL GOVERNMENT 
Budget Receipt $ Billions Nov 5.0 2.8 48 
Budget Expenditures.............c.sssssseee $ Billions Nov 6.2 7.1 5.8 
Defense Expenditures..............ssss00 $ Billions Nov 3.6 4.2 3.4 
Surplus (Def) cum from 7/1........00 $ Billions Nov (10.1) (8.8) (6.9) 





PRESENT POSITION AND OUTLOOK 


sible effects, both bad and good, of 
introducing new small-car models «- 
round July or August of this year. 

In the capital goods markets, the 
situation is even less clear. While the 
decline in this crucial area of the 





economy is now over, by all indicc- | 


tions nothing of a very spectaculor 
nature seems to lie ahead. The year- 
end surveys in this area all seem to 
suggest that with capacity as ampl: 


as it is, no great urgency now ai- 


taches to capital spending. 
* * * 


EMPLOYMENT—these are among the ; 


key laggard statistics for early 1959 
As of the end of the year, the num 
ber of jobs, as measured by the 
Bureau of Labor Statistics, was abou 
50.8 million, or still almost two mil- 
lion below the peak reached in mid- 
1957. Moreover, the employmen: 
level showed no clear uptrend in 
the last several months of 1958, des- 
pite a sharply rising rate of national 
output. The number of employed rose 
in September, fell in October (as a 
result of the automobile strikes), rose 
a bit in November, and was about 
unchanged in December. 

This is hardly a very encouraging 
rate of recovery, and it poses one of 
the big problems of business in 1959. 
For if the failure of employment to 
rise as rapidly as output is attribu- 
table to a big gain in productivity, 
then unions will be in hot pursuit of 
at least an equal gain in the wage 
rate (and, likely, more than an equal 
gain). 

Unemployment, too, is one of the 
more puzzling statistics of early 1959. 
The level of unemployment rose in 
December, by somewhat more than 
the usual amount. This may be due 
to unusually severe December weat- 
her, which reportedly caused curtail- 
ment of many outdoor industries. In 
any event, unemployment usually 
rises fairly sharply in January and 
February, and a level close to five 
million is now probable for next 
month, when production itself will be 
at approximately record levels. This 
set of political problems is certainly 
likely to catch the eye of the new 
Congress, and get plenty of legisla- 
tive attention. 

* * * 


THE BACKLOG SITUATION — In the 
past few months, the decline in un- 
filled orders of manufacturing in- 
dustries — a decline that was con- 
tinuous throughout 1957 and the first 
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TLOOK | QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
ai aa In Billions of Dollars—S lly Adjusted, at Annual Rates 
od. in : anand ih : half of 1958 — has finally ended. 
tole a 1958 ——1957—-| In September, new orders of manu- 
lad SERIES TT 1 TT facturing companies exceeded their 
ay the Quarter = Quarter = Quarter = Quarter sales, and the seasonally adjusted 
ile the i] GROSS NATIONAL PRODUCT ............... 439.0 429.0 425.8 445.6 backlog began to rise. It’s important 
f ua Pe-sonal Consumption ......ccscsseseee 291.5 288.3 286.2 288.3 to note, however, that much of the 
- me Pr vate Domestic Invest... 53.7 49.2 49.6 66.7 improvement has been centralized in 
ndicc- Not Foreign Investment ..................... 0.5 0.5 0.5 3.6 def li 7 1 monutes- 
aculor G vernment Purchases ...............ccc0000 93.3 90.9 89.5 87.0 inane nes; TOF Gaaere : 
motel ~~ eet ie 53.4 51.9 50.9 50.9 turing, backlogs are still relatively 
Bi 4 II Sic chneiiiceracicinsitinne 39.9 39.1 38.6 37.8 small, and it will take many months 
mpl |i PER ONAL INCOME 0. ccc 357.5 349.8 347.3 351.8 of improvement before they can serve 
we at Tc x & Nontax Payments . 43.5 42.3 42.3 43.1 as a strong support to production. 
1 D ‘posable Income ............... 314.0 307.5 305.0 308.7 ‘ 
C.nsumption Expenditures .... 291.5 288.3 286.2 288.3 HOUSING STARTS—in December, they 
Personal Saving—d ...........sssseccsssseeeeee 22.5 19.2 18.8 20.4 reached up to a 1.4 million annual 
1g the |] co;PORATE PRE-TAX PROFITS ........... “ 32.0 317 44.2 ram hg be 4 yee the last few 
1959. Corporate Taxes esccsssseeenseeunee - 16.3 16.1 22.0 months of 1954. And mortgage re 
num. |i Corporate Net Profit = 15.7 15.5 22.1 cordings have followed the starts 
y the D vidend Payments = 12.4 12.5 12.7 figures up, which means houses are 
on ROTM TROIS ness. a: cnsccsscrensesexsosesene - 3.3 3.0 9.4 being sold, as well as built. Vac- 
> mil- |fy PLANT _& EQUIPMENT OUTLAYS .......... 30.3 32.4 37.8 ancy rates for residential structures 
mid- are still quite low, and no serious col- 
ymen\ 7 THE WEEKLY TREND lapse of the building rate seems at 
id ini Week Latest Previous Year all likely. However, it may be worth 
deo. 7s. Unit Ending Week Week Ago noting that the mortgage market is 
tional || MWS Business Activity Index*..| 1935-’9-100 Jan. 10 | 298.5 296.8 278.8 now soaking up a lot of long-term 
\ oaee MWS Index—per capita” ...... 1935-’9-100 Jan. 10 | 222.1 220.2 210.2 funds. Unless legislative measures 
™ mel PUMINON: ai. sssccsccscsccscscocce % of Capacity Jan. 18 74.6 73.6 57.0 are taken by the new Congress to 
sa Avto and Truck Production.... | Thousands Jan. 17 165 165 136 h | furth f| f fed | 
_ rose |@} Paperboard Production ....... .. | Thousand Tons Jan. 10 3044 321b 275¢ — So - - a . - — 
about Paperboard New Orders Thousand Tons Jan. 10 | 3174 365 b 264¢ funds, the residential building rate is 
» tric Power Output*............| 1947-'49-100 Jan. 10 | 248.4 239.9 230.3 going to run into a slowdown within 
. reight Carloading.................+ Thousand Cars Jan. 10 550 468 570 sev | mon : 
ging Engineering Constr. Awards....| $ Millions Jan. 15 302 260 220 f pee . ths, agg hod ve _ 
ne of || Department Store Sales........... 1947-'9-100 Jan. 10 | 121 105 116 or tedera!l stimulus in the torm © 
1959. Demand Deposits—c | $ Billions Jan. 7 58.7 59.0 56.4 VA-FHA funds. Thus, the current ten- 
- i Business Failures ......seeee | Number | Jan. 8 | 321 169 324 | tative outlook for housing is mildly 
ribu- a—10 days ending Jan. 10 b—11 days ending Dec. 31 c—Week ending Jan. nN down — from a very high level. 
ivity, *Se lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
sit of disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
vage centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
qual 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
; = 
Bo No. of 1958-59 Range 1959 (Nov. 14, 1936 ClI.—100) High low Jan. 9 Jan.16 
59. Issues (1925 Cl.—100) High low Jan. 9  Jan.16| 100 High Priced Stocks ........ 273.4 189.7 271.8 273.4H 
e in 300 Combined Average .......... 446.6 283.9 441.3 446.4H 100 Low Priced Stocks ..... - C9 334.7 598.6 605.9H 
than 4 Agricultural Implements ...... 377.1 196.5 359.7 377.1H BE FI pstnssisnissnccccatonces 962.8 530.5 920.6 937.5 
due 3 Air Cond. (‘53 Cl.—100) .... 126.3 87.8 125.0 126.3H 4 Investment Trusts «0.0... 186.9 144.4 185.1 186.9H 
feat- 10 Aircraft (‘27 Cl.—100) ........ 1252.4 982.2. 1240.1 1215.5 3 Liquor (‘27 Cl.—100) .......... 1564.6 913.4 1549.5 1549.5 
tail- 7 Airlines (‘27 Cl.—100) ........ 1139.5 638.8 1139.5 1139.5 Be I easdeticancecicsssnsccsices 456.8 343.8 452.4 456.8 
| 4 Aluminum (‘53 Cl.—100) .... 443.7 253.4 422.2 417.9 3 Mail Order ......... oa een 143.3 253.1 260.4 
+e III i ccsscecacnsntsveteees 202.4 125.0 202.4 200.5 4 Meat Packing 224.0 123.6 216.2 224.0H 
ally 6 Automobile Accessories ..... 4175 298.9 417.5  321.5H | 5 Metal Fabr. ('53 Cl—100).. 191.8 138.1 186.6  191.8H 
and 6 Automobiles. ............... 100.9 40.8 98.5 100.4H 9 Metals, Miscellaneous ........ 395.0 278.3 373.0 395.0H 
five 4 Baking (‘26 Cl.—100) .. 28.5 39.4 40.2H WE TRIE sackcesiconsesstintosseenassoreretes 1216.9 841.8 1205.2 1216.9H 
4 Business Machines 898.2 1291.2 1291.2 22 Petroleum ............ on eae 629.7 843.8 852.1 
next 6 Chemicals aie : 18.4 713.3 706.5 21 Public Utilities we 351.8 258.9 348.4 351.8H 
| be Ae I ssescscensescccsecosaennns : 85.7 28.6 29.5H 6 Railroad Equipment ............ 93.7 59.2 91.2 93.7H 
This 4 Communications  .........0.0000 R 107.5 166.3 171.2H Bt IS ens intsiatsacsasrersesnanes 767 43.0 76.0 76.7H 
inl 9 Construction _.......... te , 707.3 160.3 158.7H 3 Soft Drinks ..... w 628.6 445.6 617.1 628.6H 
Y 7 Containers ...........0. ean : 184.6 1142.6 1120.7 Gee ITI WOUND paceiisincscscrcconseceres 411.6 249.3 400.2 411.6H 
naw 6 Copper Mining ...... Bi : 115.6 297.4  302.9H Se 144.7 102.8 1447 143.4 
isla- 2 Dairy Products ......... _— e 78.9 147.4 146.0.9 Be SEINE scensinncinenssbnenccecenaiiinbas 828.5 543.4 786.9 794.6 
5 Department Stores 115.6 121.4 121.4 11 TV & Electron. (‘27 Cl.—100) 69.8 28.8 69.1 68.4 
5 Drugs-Eth. (‘53 Cl.—100) .... 425.2 217.2 395.5 403.5 ND ceonssechiibcenissennsndasnsongss 178.4 106.9 176.6 178.4 
5 Elec. Eqp. (‘53 Cl—100) .... 747.2 568.8 268.8 271.4 3 Tires & Rubber. ..........0000 224.6 142.3 216.1 224.6H 
the 3 Finance Companies 271.4 195.8 704.9 661.8 5 Tobacco 183.1 110.9 179.7 183.1H 
un- DMN IIE iseicscssssciccersecens 434.1 255.5 426.2 434.1H 3 Variety Stores ......secsssessees 350.9 239.3 341.1 350.9H 
in- STR FE:  sisnisssasersscascmrenss 279.6 182.2 276.9 279.6H 20 Unclassif’d (‘49 Cl.—100) .... 251.6 145.4 244.5 251.6H 
al H-New High for 1958-1959. 
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Trend of Commodities 





SPOT MARKETS—Among sensitive commodities, raw foodstuffs 
continued under pressure in the two weeks ending January 
16, while raw industrial materials showed resistance to de- 
cline. The decline in foodstuffs, however, resulted in a drop 
of 0.4% for the BLS index of 22 leading commodities, bring- 
ing it to its lowest level since May, 1958. The industrial 
material sector advanced 0.2%, thanks to improvement in 
prices for copper, scrap and tin, but still remained close to 
recent lows. 

While sensitive commodities remained backward, the broad 
rank and file of commodities continued their slow upward 
march, with the advances concentrated in commodities with 
high factory labor costs or whose prices are effectively ad- 
ministered. 


FUTURES MARKETS—Diverse movements featured futures markets) 
in the two weeks ending January 16. Wheat, cotton, coffee. 
copper, tin, hides and rubber were higher during this period 
while corn, lard, cocoa, zinc and wool tops were lower} 
Changes were small, with the exception of cocoa and wool 
tops, which fell heavily, accounting for most of the 1.8 pcint 
drop in the Dow-Jones Commodity Futures Index. 

Wheat prices improved in the two weeks ending January 1 
with new crop options in the lead. Demand for old c op) 
positions was dampened by a slackening in export busines 
and by worry that impoundings in the Government loan would) 
be inadequate to absorb the big surplus. However, at curr :niy 3 


substantial discounts from the Government loan equivalent) 
old crop futures should encounter substantial support. 





WHOLESALE COMMODITY PRICES 
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ALL COMMODITIES 
1947-49 = 100 


1959 


1951 1952 





BLS PRICE INDEXES 


Latest 2Weeks 1Yr. Dec.6 


1953 1954 1955 1956 1957 1958 


1947-1949—100 


Date 


Ago 


Ago 


1941 





All Commodities 
Farm Products 
Non-Farm Products 
22 Sensitive Commodities 
9 Foods 
13 Raw Ind’l. Materials 
5 Metals 
4 Textiles 





119.4 
91.5 
127.3 
85.0 
79.3 
89.2 
98.0 
76.9 


119.2 
91.1 
127.2 
85.3 
799 
89.0 
97.3 
77.1 


118.9 
93.7 
126.1 
85.0 
87.1 
83.4 
85.7 
78.3 


60.2 
51.0 
67.0 
53.0 
46.5 
58.3 
54.6 
56.3 





MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1958 
154.1 
146.5 


High of Year 
Low of Year 
Close of Year 


1957 
166.3 
149.5 
150.0 


1953 
162.2 
147.9 
152.1 


1951 


215.4 


176.4 
180.8 


1945 
98.9 
96.7 
98.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1958 
159.0 
145.4 


High of Year 
Low of Year 
Close of Year 


490 


1957 
163.4 
153.8 
156.5 


1953 
166.8 
147.9 
166.5 


1951 


214.5 


189.4 
176.4 


NON.-FARM PRODUC 


1 


1947-49 — 100 


ARM PROOUCTS 
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First Hand Report on Shifts 
in Defense Spending 





Continued from page 478) 


to-curface missile was cancelled 
in favor of the longer range 
Hound Dog (North American). 
Th: latter when mounted on the 
B-!2 bombers will increase their 
bombing range and avoid the 
an\i-airecraft defense of the target 
areas. 

he Navy made further sav- 
ings When the Regulus was can- 
cel ed. This 1000-mile range air- 
breathing missile could be fired 
from a submarine. It was just 
being put into production by 
Chance Vought. This company 
also lost much anticipated future 
business when the Navy awarded 
a highly contested contract for a 
Mech 2 aircraft carrier fighter to 
M<Donnell. 

A number of other weapon sys- 
tems are under review. A “finan- 
cial freeze” has been placed on 
some of them until a final decision 
is made. The total cost which in- 
cludes such items as base con- 
struction, maintenance, person- 
nel required, transportation, stor- 
age, etc., will be a vital factor in 
the final decision. 


Space Program 


However, many industries will 


| be benefitted by the expenditures 


for spaceships. Many of the pro- 
jects will run into hundreds of 
millions. The National Aeronau- 
tics and Space Agency will have 
a budget of nearly $1 billion for 
these efforts. 

An indication of what the na- 
tion may expect in space explora- 
tion comes from a review of 
House Astronautic Committee. A 
summary of the report shows 
that these space flights may be 
expected in the “‘next few years”: 

> Orbit satellite payloads of 
10000 pounds at 300 miles al- 
titrde. 

© Orbit satellite payloads of 
2500 pounds at 22,000 miles alti- 
tude. 

> Impact 3,000 pounds on the 
moon. 

> Land, intact, 1,000 pounds of 
instruments on the moon. 

» Land, intact, more than 
1000 pounds of instruments on 
Venus or Mars. 
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®& Probe the atmosphere of 
Jupiter with 1,000 pounds of in- 
struments. 

Place a man, or men, in a satel- 
lite orbit around the earth and 
recover after a few days of flight. 

The report added that Russian 
missile makers probably will be 
able to do the same things — and 
“perhaps more” — in the next 
few years. And it predicted as a 
reasonable assumption ‘“‘that the 
Soviets will soon announce the 
‘successful’ return of a human 
passenger from a rocket flight.” 

The fairly well tested Atlas and 
the still unknown Titan intercon- 
tinental ballistic missiles are 
among the vehicles that have 
major space capabilities. 

But before any vehicle now on 
the shelf or on the drawing board 
can handle tasks such as these, 
much work will have to be done. 

All of these and other feats can 
be accomplished by starting with 
basic rocket vehicles now in de- 
velopment in this country. None 
however, will come from the bal- 
listic missile programs directly. 
All require additional work of a 
very substantial nature. 

A $15 million initial contract 
just negotiated with McDonnell 
by the NASA will be for the cap- 
sule in which a passenger ulti- 
mately will ride in the nation’s 
first manned satellite. This is 
designated Project Mercury. 


The contract to be let later is 
for the Air Force’s Dyna-Soar 
Project. This vehicle is intended 
as a globe-circling man-carrying 
device which will have the char- 
acteristics of both an orbiting 
satellite, and an airplane of 
hypersonic speed. 


Twelve firms submitted bids to 
the NASA to design and build 
the space capsule, on the basis of 
specifications set forth by the or- 
ganization at a meeting of 38 
missile manufacturing and re- 
search organizations last No- 
vember. 

The space agency already has 
assigned a contract for develop- 
ing a 1.500,000 pound thrust 
rocket engine to be used in firing 
the man-carrying satellite into 
space. The cost of that phase of 
the program will exceed $200,- 
000,000, the agency estimates. 

Rocketdyne Division of North 
American Aviation, Inc. is de- 
signing the super-powerful engine 
which will use a single chamber 
for burning liquid fuel. An engine 





of this design and thrust, says 
NASA can be used to launch into 
space, payloads weighing several 
tons. 

Although fired by a rocket 
booster, similar to a satellite or 
space vehicle, the Dyna-Soar‘s 
flight will be controlled by the 
pilot. He is expected to travel 
from the outer edge of the atmos- 
phere, at speeds of many thou- 
sands of miles an hour down into 
the dense air of earth. 

The Air Force looks upon- 
Dyna-Soar as a project having 
high military value. Such a vehi- 
cle could combine the high speed 
of a ballistic missile with the ac- 
curacy of a manned bomber. 

Because of the complexity and 
cost of the project, the Air Force 
asked that teams of contractors 
rather than single firms submit 
design proposals. 

Thirteen companies, formed 
into two teams, have entered into 
this highly competitive effort to 
win the contract that may ap- 
proach a billion dollars. 

The Air Force chose the Martin 
Company and Boeing Airplane 
Company to head two groups in 
drafting blueprints for Dyna- 
Soar and has indicated that a 
decision between the two teams 
would be made this winter or 
spring. 

The Martin team includes Bell 
Aircraft Corporation, American 
Machine and Foundry Company, 
Bendix Aviation Corporation, 
Goodyear Aircraft Corporation 
and Minneapolis-Honeywell Regu- 
lator Company. 

The Boeing combine embraces 
Aerojet -Genera] Corporation, 
Chance-Vought Aircraft, Inc., the 
Missile division of North Amer- 
ican Aviation, Inc., Ramo-Wool- 
dridge Company, General Electric 
Company, and Automatics of 
North American Aviation. 

The time when man will ride 
aboard either the Mercury satel- 
lite or the Dyna-Soar vehicle is 
several years in the future. 

Before these programs are 
ready, an American pilot will be 
probing into the edge of space in 
a vehicle more nearly resembling 
a conventional airplane than a 
vehicle depending on centrifugal 
force and orbit for its flight. 

Preliminary tests of the X15 
rocket plane. designed ultimately 
to fly at altitudes of perhaps two 
or three hundred miles, and at 
speeds of as much as 4,000 miles 
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National 
Distillers ND 
and 
Chemical 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstand- 
ing Common Stock, payable on 
March 2, 1959, to stockholders 
of record on February 10, 1959. 
The transfer books will not close. 
PAUL C. JAMESON 


January 22, 1959. Treasurer 








American 
Viscose 
Corporation 


DIVIDEND NOTICE 


Directors of the American 
Viscose Corporation, at their 
regular meeting on January 
7, 1959, declared a dividend 
of twenty-five cents (25c) 





per share on the common 
stock, payable on February 
2, 1959, to shareholders of 
record at the close of busi- 
ness on January 20, 1959. 


WILLIAM H. BROWN 


Vice President and Treasurer 





_, 
BARGAIN STOCK , 
UNDER SS! 1 


{ Our confidential analysis of a i 
listed stock, selling under $5, 

i paying regular dividends. This | 
Company has assets of over $50 

i million, equal to double present j 
selling price of stock. It controls 
two other important listed Com- 

| panies. Purchase recommended i 
for large Capital Gains! Send $1 

1 with coupon and mail promptly! | 
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an hour, are scheduled during the 
next month or two. 

The X15 is designed by Nort! 
American Aviation and a grou} 
of rocket engine, intertial-guid- 
ance equipment and other manu- 
facturers. 

First test of the X15 will in- 
volve dropping it from a bomber 
to try out glide and control char- 
acteristics. Powered flights will 
follow. 

However, in the early powered 
flights, the X15 will be kept well 
under its designed speed and alti- 
tude. Air Force and NASA offi- 
cials do not expect any actual 
probes into the fringes of space 
for many months. END 





How Reynolds Metals Won 
Control of British Aluminum 





(Continued from page 464) 


company’s ingot production in 
1957 was 37,400 tons; for 1958 it 
was 72,800 tons, and for 1959, 
118,000 tons. This would appear 
to be sufficient for the company’s 
present fabricating capacity of 
100,000 tons and relieve it of the 
need to buy ingot metal from out- 
side suppliers. 

In addition the company in as- 
sociation with the Australian 
Government and Consolidated 
Zine Corp. has been exploring 
hydro-electric developments in 
Papua and bauxite deposits in 
northern Australia. Exploration 
work has been very satisfactory. 
In West Africa the Company has 
taken part in establishment of 
FRIA, an internationally owned 
alumina producing company 
whose product will be shared be- 
tween its stockholders in propor- 
tion to their stake in it. 

So much for a brief summary 
of the company’s position. It is 
not unimportant. Total assets at 
the end of 1957 were $118 mil- 
lion. Working capital was $35.4 
million. Net property was car- 
ried at $38.8 million and invest- 
ments in allied companies and 
unconsolidated subsidiaries at 
$29.2 million. The ratio of cur- 
rent assets to current liabilities 
was good, about 3.5 to 1. 

Yet, by comparison with giant 
Alcoa or Reynolds, the company 
ranks small though hardly deserv- 
ing comment in the London Fi- 
nancial Times that “The fight for 


control appears so far as size is 
concerned to be a straightforward 
fight between two giants for one 


of the industry’s relative pyg- | 


mies.” British Aluminium has an J 


acknowledged position. It manu- 
factures excellent products. Its 
specialty “Super: Purity Alv- 
minium” is exported to this 


country. Its sales distribution is § 


principally in the United King- § 
dom which has a per capita con- § 


sumption of the light metal sec- 
ond only to the U. S. and Canada. 


On the Continent per capita con- | 
sumption lags far behind but un- | 


questionably the rate can expand 
rapidly. The sales promotion ef- 
forts with which Reynolds has 
been so successful could bea, 
equal fruit with a new approacl 
abroad. 


And Now Looking Ahead 


Again, the Canadian Britis! 
Aluminium subsidiary in Quebec 
has great future earning poten- 
tial. Like Alcan installations, it 
will use cheap hydro-electric 
power and new sites for hydro 
power are not had for the asking. 

Considered strictly on a market 
price basis for the stock, British 
Aluminium at $10.90 per share, 


selling about 22 times earnings, a 


and yielding about 3 percent pre- 
tax, does not seem on the bargain 
counter, but nevertheless makes a 
favorable comparison with Rey- 
nolds stock with its P-E ratio of 
about 25, and a dividend yield of 
less than 1 percent. 

But it appears the main reason 
that instigated both Alcoa and 
Reynolds to reach for the British 
company was the urgent need to 
cultivate foreign markets, hereto- 
fore dominated by Alcan among 
the North American producers. 
The combined sales of all foreign 
operations in which Reynolds has 
a whole or partial interest in 1957 
exceeded $40 million a year while 
consolidated sales were $446.5 
million. Sales abroad thus consti- 
tuted only 9 percent. Reynolds 
has been upping production. It is 
completing its new 100,000 ton 
capacity plant at Massena and 
with its opening the company will 
have a primary capacity of 701,- 
000 tons a year compared with 
601,000 in mid-1958. The com- 
pany of course is not alone in its 
expansion and it is estimated that 
total productive capacity by all 
U.S. producers will reach 15 per- 
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cent over 1958, this year. With the 
present operating rate well be- 
low capacity, it appears doubtful 
indeed if domestic demand in 
1959 will be high enough to em- 
ploy all the new facilities to be 
completed this year without look- 
ing abroad for further sales. 





Prospects for AUTO Industry 





Continued from page 481) 


levels of around 56 million to 70 
mi lion or more by 1975. 

\ price on Detroit’s new small 
ca s that is somewhat competitive 
wich that of small foreign cars 
is necessary if Big Three auto 
pr ducers are to achieve a volume 
on the new compact cars that is 
suificiently large to assure success 
for the ventures. 

[t still remains to be seen how 
well the new compact cars will 
compete for the so-called “snob 
market’”—the rather large mid- 
die-income group which has been 
buying imported cars for “pres- 
tizge’. The Big Three still do not 
know whether their compact en- 
tries wil have strong appeal for 
those buyers who have selected 
foreign cars not only because they 
were small and economical, but 
because of the “glamor” of an 
imported name. Also unknown is 
what immediate effect announce- 
ment of imminent production of 
small cars will have this year on 
larger cars’ sales. 

For the near future, however, 
it appears that if the Big Three 
can register a gain of 10 to 15 
per cent over last year’s produc- 
tion, that they will show a good 
rise in profits. A gain of 20 per 
cent over last year’s production 
by the industry of 4,250,000 units 
would mean a total of 5.1 million 
cars for 1959. 

To this total must be added the 
100,000 foreign cars which are 
likely to be sold in the American 
market this year, making total 
auto sales in this country for the 
year of 5.5 million. 

On a gain of 20 per cent in 
volume, profits of car makers 
ould rise fully 40 per cent—un- 
less the new small cars tend to 
lilute profits in the second half 
of the year. 

General Motors, which reported 
a net profit of 85 cents a share 
in the fourth quarter of 1957, 
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should come close to equalling 
that performance for the fourth 
quarter of 1958. Hampered by a 
three week’s strike, General Mo- 
tors was not able to make as good 
a showing in this quarter as 
Ford, which settled quickly with 
the auto union and avoided a 
damaging work stoppage. 

For the first nine months of 
last year, GM showed a net prof- 
it of $1.39 a share, against $2.14 
in the same period of 1957. But 
GM’s fourth quarter, best of the 
year, should bring its net for 
1958 over dividend requirements 
of $2 a share. 

This year, if GM scores a gain 
of 20 per cent over 1958’s sub- 
normal volume, its profits should 
rise to around $3 a share. There 
is also a chance that GM will in- 
crease its share of the market at 
the expense of its competitors, 
on the basis of more aggressive 
styling, although it is too early 
as yet to tell whether this will be 
accomplished. But General Mo- 
tors earnings are well below the 
1955 peak, while the stock has 
been selling close to its all-time 
high. 

Ford’s comeback in December 
brought its output for the month 
to 173,656 cars—well below GM’s 
total of 333,933 for the month. 
But it was Ford’s best month 
since March, 1957 Added to 
Ford’s good output in November, 
it meant that Ford’s performance 
in the fourth quarter would prob- 
ably pull the company out of the 
red. In the first nine months, 
Ford showed a deficit of 30 cents 
a share. Net profit for the fourth 
quarter should be well over $1 a 
share. Ford has greater leverage 
than General Motors. This means 
that on a production upturn, out- 
put per share of stock rises more 
rapidly than it can in the case of 
General Motors. 

Ford, has been working hard 
to try to correct the poor sales 
position of its medium and high 
priced cars. This includes Mer- 
cury, Edsel and Lincoln. This is 
an unprofitable end of Ford’s 
business, and despite the upturn, 
volume in these cars remains sub- 
normal. 

Ford, however, has met this 
situation by creating the new 
Mercury-Edsel-Lincoln Division, 
reducing overhead and trimming 
costs wherever possible by the 
consolidation of staff and produc- 
tion. It remains to be seen, how- 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 80 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Scuthern 
Natural Gas Company, pay- 
able March 13, 1959 to 
stockholders of record at the 
close of business on March 
2, 1959 

H. D. McHENRY 
Vice President and Secretary 
Dated: January 21, 1959 




















77th REGULAR DIVIDEND 


The directors, on January 15, de- 
clared a regular quarterly dividend 
(No. 77) of thirty-three (33) cents 
per share on its common stock pay- 
able March 16 to shareholders of 
record February 5. The quarterly 
dividend (No. 15) on the 414 per 
cent Cumulative Preferred Stock, 
Series A, at 28Yeth cents per share, 
and the quarterly dividend (No. 15) 
on the 5% per cent Cumulative 
Convertible Second Preferred Stock, 
Series of 1955, at 41 4th cents per 
share, each will be paid on March 1 
to shareholders of record February 5. 
LEWIS LACY, Secretary 
January 15, 1959 


SUNRAY MID-CONTINENT 
Od Company 


SUNRAY BLDG. TULSA, OKLAHOMA 
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ever, what Ford can accomplish 
in the medium priced field, par- 
ticularly when the new compact 
cars make their appearance and 
intensify the already stiff com- 
petition which medium priced 
cars like Edsel and Mercury are 
receiving from such cars as 
Chevrolet’s Impala, and Ford’s 
own Fairlane 500 and the new 
Ford Galaxie. 

Chrysler has been hard hit pro- 
duction-wise by strikes through- 
out the fourth quarter. What 
should have been the most profit- 
able period in over a year has 
turned out very disappointingly. 
Chrysler output of cars in De- 
cember totaled only 41,000 units, 
less than November’s 62,944. On 
this basis, Chrysler, which show- 
ed a deficit of $5.81 a share in the 
first nine months, may have stay- 
ed in the red in the fourth quar- 
ter. But it should face a much 
better situation in the first quar- 
ter. Many of its dealers still must 
be stocked with cars and this will 
assure good output through Feb- 
ruary or March. Chrysler like 
Ford, has better leverage than 
General Motors, and in an up- 
ward cycle could make more rapid 
gains per share of stock outstand- 
ing. 

American Motors made the most 
dramatic showing of the auto in- 
dustry in 1958. In its fiscal year 
ended last Sept. 30, American 
Motors made a profit of $4.65 a 
share, against a deficit of $2.12 
a share in the preceding fiscal 
year. 

But American Motors will 
shortly be facing a new situation. 
Its remaining tax credit of $21 
million will probably be used up 
in the quarter ended Dec. 31, 1958 
—first quarter of its fiscal year. 
Gross profit henceforth will be 
subject to the full 52 percent cor- 
porate tax. But George Romney, 
President of the company, says 
that American Motors will make 
more money after taxes in the 
current fiscal year than it did in 
the 1958 fiscal year when it paid 
no income taxes. 

American Motors must also 
face the new competition from 
Big Three compact cars later this 
year. That this will be rugged 
competition is certain. There is a 
likelihood that Big Three com- 
pact cars will be priced some- 
what under current prices of 
comparable Ramblers of the 
American Motors line. If this 
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happens, American Motors wil! 
have to meet this competition. It 
profits may decline and its brea 
even point may go up. 

Romney says American Motors 
is currently planning a volume of 
350,000 for 1959, nearly twice its 
total for 1958. He asserts that 
American Motors would be able 
to return to a volume of 120,000 
a year and still break even. But 
American Motors does not know 
at what level General Motors and 
Ford will price their new com- 
pact cars. If the price is set at 
around $2,000  f.o.b. Detroit, 
Rambler would not be undersold 
measurably. But every dollar un- 
der that price would be felt keen- 
ly in profits, not only by Ameri- 
can Motors, but possibly also by 
GM, Ford and Chrysler. 

Studebaker-Packard’s comeback 
with Lark has started well but 
it is too early to appraise its re- 
sults. The company is trying to 
rebuild its dealer organization. 
It still has a long way to go be- 
fore it reaches the state of selling 
effectiveness which American 
Motors has achieved. The latter 
has franchised many Big Three 
dealers who are “dualing” Ram- 
blers along with Big Three cars. 
These dealers are a big factor in 
tambler’s comeback. 

Studebaker-Packard’s non-au- 
tomotive diversification moves re- 
main a question mark. The gains 
in output made possible by the 
Lark, enabled company to break 
even in November and December. 
But a further test will be needed 
before it can be said Studebaker- 
Packard is out of the woods. END 





Pressing need to halt 
duplication of costly research 





(Continued from page 467) 


mined by officials not concerned 
with the profit motive. In this 
area, accordingly, waste and du- 
plication should be at a minimum. 

But recent news reports are 
hardly reassuring. Early in De- 
cember the Air Force dropped 
the Rascal, a bomber-launched, 
75-mile missile manufactured by 
the Bell Aircraft Company of 
Buffalo, after expenditures of 
$374 million on this project. The 
Rascal is to be replaced by the 
Hound Dog, which has a range of 
several hundred miles. 


Again, on December 14, the 
same branch announced abandon- 


ment of the Wild Goose, a decoy § 
missile, on which $75 million had © 


been spent for research, develo)- 
ment and production. This also 


involved the cancellation of the | 


J-83 engine, to power the Goose, 
in which an investment of $58 
million had been made. Both mi:- 
sile and engine had been pro- 
duced by the Fairchild Engine 
Corporation of Hagerstow?, 


Maryland, which was obliged to ¥ 
lay off over 2,000 employees as 1 


consequence. 


A few days later the Nav, ; 


cancelled a $100 million 


dolla: § 


contract with Chance Vought fo- d 


the Crusader III jet plane whei 
it decided to standardize upon « 
competing plane made by Me. 
Donnell Aircraft Company. And 
only the following day the Navi 
dropped the Regulus II guider 
missile, also made by Chance 
Vought, in which it had investec 
$78 million. The development oj 
this missile was, according t 
Chance Vought President Det 
weiler, “more than 90% com 
plete.” 


What Price Cancellations? 


It is admitted that research is 
often little better than a gamble, 
and certainly cannot be evaluated 
in the same way as other services. 
Nevertheless, the series of can- 
cellations just described is par- 
ticularly disturbing for several 
reasons. First of all, the total of 
the contracts abandoned — $685 
million — was gigantic, even in 
this inflationary era. This amount 
represents perhaps 7% of all re- 
Search expenditures last year, 
and is more than double total 
medical research expenditures of 
$338 million in 1957 by both the 


government and private com- 
panies. 

Secondly, the projects men- 
tioned were substantially com- 
pleted. The research had been 


proved effective. It can be argued 
that the results were merely 
rendered obsolete by other, more 
promising developments, but as 
the competing projects were car- 
ried on simultaneously it is hard 
to avoid an inference of poor 
planning. 

Finally, after abandonment of 
these projects was announced, in 
some cases senators and repre- 
sentatives intervened in an effort 
to obtain reconsideration. Very 
obviously, their chief concern 
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was With payrolls and employ- 
ment in their districts. Such open 
political pressure suggests that 
research projects may also have 
been influenced by political con- 
siderations at an earlier stage. 


Central Control Needed to Cut Costs 


The magazine “Science” ex- 
plained in a recent issue, with 
pa ticular reference to space re- 
se:rch, that research direction 
m:y suffer from two opposite 
co: ditions: the entire absence of 
an’ central organization, in which 
ca‘e many participating labora- 
tovies may all be carrying on 
va-iants of the same experiment; 
or an absolutely centralized or- 
gaaization, resulting in very few 
exveriments getting started be- 
ca ise of prolonged effort to dis- 
cover the best way of conducting 
aly given experiment. “The 
A med Services together with the 
Department of Defense,’’ the 
magazine commented, “produced 
a set-up that managed the singu- 
lav feat of erring in both direc- 
tions at once. Competition among 
the Army, Navy and Air Force 
rosulted in wasteful duplication, 
while the Defense Department’s 
forts to control duplication re- 
silted in costly delays.” 


fas 


Steps Toward Coordination 


Fortunately, there are indica- 
tions of improvement in this pic- 
ture. The recent establishment by 
Congress of the National Aero- 
nautics & Space Administration, 
over the strong opposition of the 
Armed Services, may merely 
transform the present rivalry 
among Army, Navy, and Air 
Force into a sharper dispute be- 
tween the military and civilian 
departments, but should still re- 
duce one of the most flagrant 
sources of duplication at present. 
Even more encouraging is the 
President’s nomination, on De- 
cember 28, of a new Council for 
Science and Technology, to coor- 
dinate all government-conducted 
or sponsored research. This ap- 
pointment met one of the recom- 
mendations submitted by an 18- 
member Scientific Advisory Com- 
mittee, headed by Dr. James Kil- 
lian, President of Massachusetts 
Institute of Technology. in its 
report submitted after a ten- 
month study of the United States’ 
scientific effort. This report, 
which clearly recognized the lack 
of integration and direction in 
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the national research program to 
date, also proposed the strength- 
ening of research at government 
laboratories, a “critical examina- 
tion” of government-financed re- 
search in outside laboratories (in 
which 60% of the federal re- 
search dollar is currently being 
spent), and the encouragement 
of private organizations to take 
on larger scientific projects. As 
Dr. Killian was also appointed 
chairman of the Council, a genu- 
ine effort to carry out these re- 
commendations can be expected. 

It should not be fondly ima- 
gined that any merely organiza- 
tional changes can automatically 
correct all deficiencies in our na- 
tional research program. Certain 
problems are inherent in all re- 
search, and within the govern- 
ment it is doubtful whether po- 
litical influences can be complete- 
ly eradicated. Nevertheless, it is 
clear from the authorities just 
cited that proper direction does 
have much to do with both the 
costs and the results of research. 
It is still too early to be looking 
for accomplishments by the new 
Scientific Advisory Committee, 
but at least a beginning has been 
made. While the average citizen 
may have little understanding of 
higher research, he can also con- 
tribute to its efficiency by resist- 
ing political interference and de- 
manding an emphasis upon re- 
sults rather than upon credit for 
some particular department or 
agency. END 





Contrasting Prospects for . 
Insurance Companies 





(Continued from page 483) 


producers. Action along these 
lines and in the direction of 
“economy plans” for automobile 
liability insurance has been re- 
quired as a result of increasing 
competition from so-called “direct 
writer.” 

While the fire and casualty 
companies have by no means 
found complete solutions for all 
their problems, it does appear 
that the worst of the under writ- 
ing loss period is behind them 
and that there are grounds for 
expecting contiued moderate im- 
provement in underwriting ex- 
perience in 1959. 

Before turning to an appraisal 
of the position and prospects for 








=a? COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Ninth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock 
of the Company will be paid March 
10, 1959 to stockholders of record at 
the close of business February 16, 1959. 
RODNEY A. COVER 
Vice-President—Finance 
















DIVIDEND NO. 77 
Hudson Bay Mining 
and Smelting Co., Limited 
A Dividend of seventy-five cents 
($.75) (Canadian) per share has been 
declared on the Capital Stock of this 
Company, payable March 16, 1959, 
to shareholders of record at the close 
of business on February 13, 1959 
J. F. McCARTHY, Treasurer. 
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Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable March 6, 1959, 
to holders of Common Stock of record 
February 13, 1959. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 

day declared a quarterly 

a cash dividend of 45 cents 
per share on the common 

eee - stock of the Company, pay- 
WY able Mar. 5, 1959, to stock- 
holders of record at close 

of business Jan. 26, 1959. 

January 13, 1959 


LOUIS B. GRESHAM, 
Secretary 











For A Detailed Study 
On What 1958 
Earnings Reports Reveal 
See Our Next Issue: 
February 14, 1959 
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Data on Leading Fire and Casualty Insurance Company Stocks Sp 
eee sate al Price Estimated Combined Loss Li 
Net Invest. Income Premium Written Market Price Present Times Net  Liquick and Expense Ratio : SI 
Per Share (Millions) 12/31 12/31 Dividend Investment Value First Nine Months 
1957 1956 1957 1956 1957 1958 Rate Yield Income 6/30/58 1958 1957 “ 
Aetna Insurance ...................... $6.23 $6.02 $150.1 $149.7 47% 773% $2.60 3.34% 12.5 $122.57 102.912 105.5% by 
American Insurance ................. 2.00 1.98 174.2 177.2 19% 27% 1.30 4.79 13.6 34.34 103.6 112.0 pe 
American Re-Insurance ........... 2.96 2.57 36.2 33.4 25% 441 1.45 3.30 14.9 45.35° N.A. 97.97 
Boston Insurance ..................66 2.63 2.58 60.0 51.0 28% 34% 1.80 5.26 13.0 50.24° 105.9 108.1 
Continental C Rr on ee 3.86 3.40 298.4 292.7 722 110 1.40 1.27 28.5 70.69 98.4 101.6 
Continental Insurance ............. 3.62 3.09 3.21.7 142.4 45 61% 2.00 3.24 17.1 74.256 105.8 109.9 
Federal Insurance ; 1.55 63.5 55.2 3812 60 1.00 1.67 38.0 38.236 92.7 95.5 2 
Fireman’s Fund ......................0 a 3.61 215.7 216.2 4334 5834 1.80 3.06 15.3 69.24 102.2 104.3 Be Pp 
General Reinsurance ............... 5.34 4.76 45.8 44.0 4242 71 2.00 282 146 79.04 94.1 98.1 5 Sl 
Glens Falls Insurance .............. 2.60 2.47 80.7 76.4 25% 3412 1.00 2.90 13.3 51.676 102.4 105.0 7 
General American insurance .. 3.51 3.51 1465 135.1 30% 4534 1.50 3.28 13.0 61.495 104.5 109.5 5 it 
Hanover Insurance .................. 3.76 3.36 35.4 30.7 2912 43 2.00 4.65 11.4 67.20° 107.9 108.0 i st 
Hartford Fire Insurance .......... 8.34 7.78 388.4 360.7. 127 186 3.00 1.61 22.3 149.70° 99.6 101.0 : ' 
Home Insurance ....................... 3.68 3.54 231.3 237.6 3458 46 2.00 4.35 12.5 78.116 104.6 107.6 7 
Insurance Co. of Nor. Amer. .. 4.95 4.72 322.7 288.4 91 135 3.00 2.22 27.3 104.296 100.2 101.3 Ii 
Maryland Casualty ................. 2.57 2.39 119.0 113.7 2834 4052 1.50 3.69 15.8 42.30 102.0 106.9 U 
| Mass, Bonding & Insurance .... 3.87 3.86 39.6 37.1 28% 39 1.60 4.10 10.1 49.86° 107.6 97.0 f 
National Union Fire Ins. ......... 3.95 3.77 44.6 40.5 27 40% 2.00 4.96 10.2 65.42 106.1 107.4 d 
New Amsterdam C a 7.18 6.42 92.1 85.5 37 46% 1.90 4.11 6.4 86.89 111.5 106.5 € 
New Hampshire Fire Ins. ........ 4.11 4.00 36.8 33.6 36 43 2.00 4.65 10.5 87.84 103.7 99.9 a 
Northern Insurance 5.35 41.1 33.0 36 4312 1.50 3.45 15.2 65.05 102.6 100.0 \ 
Phoenix Insurance 5.81 95.3 82.5 5334 77% 3.00 3.86 12.9 127.015 110.3 107.0 € 
Providence Washington Ins. ... 2.49 2.47 23.7 23.8 12 2234 .60 2.63 9.1 36.11 103.6 106.9 2 t 
Reliance Insurance .................. 4.37 4.23 56.4 55.9 3212 50% 2.20 4.38 11.5 77.53 106.0 109.2 . 
St. Paul Fire & Marine Ins. ..... 2.02 2.06 138.6 123.3 43443 59 1.20 2.03 29.2 40.106 97.9 103.3 ] 
Springfield Fire & Marine Ins. 4.44 4.30 58.5 54.7 17%t 834% 1.00 2.92 12.9 59.8665 105.1 109.9 
Standard Accident Insurance . 5.26 4.86 74.2 65.1 4234 5812 2.00 3.42 11.1 85.25 106.5 109.2 
U. S. Fidelity & Guaranty ....... 5.15 4.75 250.1 230.8 5512 81% 2.00 2.46 15.8 80.68 101.2 105.9 
Westchester Fire Insurance ..... 2.22 2.11 27.6 26.6 26 32 1.20 3.75 14.4 45.845 100.6 102.7 ( 
Average of 29 Companies 15.6 3.39% 103.2% 105.0% 
1—A stock dividend of 25% is proposed in Jan. 1959. 5—At 12/31/57. 





2—Adjusted for 10% stock dividend paid in 1958. 

3—Adjusted for 15% stock dividend paid in 1957. 

4—Adijusted for common stock dividend of 3 for 7 and preferred 
stock dividend of 1 for 10 common, both paid in 1958. 


6—Does not include additional equity in Life Insurance affitinte. 
7—Full year 1957. 





the stock life insurance com- 


resents a large part of the total 
panies, it may be well to comment 


Northern Insurance and Ohio 


upon the following factors of 
other than an underwriting na- 
ture which have been significant 
in 1958 fire and casualty insur- 
ance developments : 


Investments Aspects 


1. The investment trust aspect 
of fire and casualty insurance 
companies has moved ahead along 
with the recovery in general busi- 
ness conditions and in the mar- 
ket prices of stocks. In computing 
liquidating values for insurance 
stocks, their equity holdings are 
valued at market and their bonds 
are carried at amortized cost. The 


net operating earnings of most 
fire and casualty insurance com- 
panies and is usually the sole 
source of dividend payments to 
stockholders. Net investment in- 
come has been rising steadily as 
interest rates have moved up and 
as increases in dividend income 
have been received. During the 
period of unsatisfactory under- 
writing results, most fire and 
casualty insurance companies 
postponed action along lines of 
raising dividend rates until such 
time as the underwriting depart- 
ment showed signs of improve- 
ment. Thus, with net investment 
income rising and dividend rates 
remaining stationary, percentage 


Casualty—to mention a few—did 
raise their dividend rates, provid- 
ing a partial recognition of the 
fact that underwriting results 
were improving. The two major 
reinsurance companies — General 
Reinsurance and American Re- 
Insurance—declared stock divi- 
dends which had the effect of in- 
creasing their total cash pay-out. 
If underwriting earnings con- 
tinue to improve in 1959, as ex- 
pected, there should be a fairly 
long list of additions to the num- 
ber of fire and casualty compan- 
ies raising their dividend rates 
next year. 

3. The trend toward combina- 
tions of fire and casualty insur- 


rise in the stock market has pay-out rates have declined in’ ance companies and life insur- 
meant increases in estimated several instances to well under ance companies to achieve multi- 
liquidating values for most fire 450%. ple-line insurance coverage per- 
and casualty insurance company Late in 1958 such companies as__ sisted in 1958 and is expected to 
stocks. Federal Insurance, Insurance continue into 1959. Last year 

2. Net investment income rep- Company of North America, there was a joining of forces of 
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Springfield Fire & Marine In- 
surance Company with Monarch 
Life Insurance Company of 
Springfield and a plan was an- 
nounced for the acquisition of 
stock of Columbian National Life 
by Hartford Fire Insurance Com- 
pany. 


Life Insurance Companies 


Vhile the contrast between the 
position and prospects of life in- 
suvance company stocks today 
ap la year ago is not as great as 
it is for the fire and casualty 
st cks, the percentage rise in life 
st cks has been even greater than 
for the fire casualty group. This 
is all the more surprising since 
the rise in the life stocks has been 
fiom a higher plateau than the 
d:pressed level which fire and 
¢: sualty stocks reached a year 
a’0o. In answer to the question of 
v hy the life stocks have perform- 
ei so outstandingly in 1958 and 
give promise of continuing to do 
v ell in 1959, the following points 
might be made: 

& The basic factors most sig- 
yificantly influencing earning 
prospects of the life insurance 
companies have continued to be 
jiwvorable to them. These include 
further growth in the volume of 
life insurance in force, gains in 
mortality rates (in other words, 
longer life spans for policyhold- 
ers), and further improvement 
in the rate of return earned on 
investments. Preliminary  esti- 
mates indicate that total life in- 
surance in force in the United 
States will show about a 714% 
gain in 1958 over the previous 
year and that ordinary life in- 
surance in force may show an 
even larger rise of 8.8%. Mortal- 
ity experience, while adversely 
affected early in 1958 by delayed 
reactions from the Asiatic influ- 
enza epidemic of the previous 
year, improved as the year pro- 
gressed, with the effect that in 
1958 the relatively low death rate 
of 9.6 per 1,000 rate of the pre- 
vious year was maintained. 

For the eleventh consecutive 
year the average rate earned on 
investments rose in 1958. It ad- 
vanced from a 1957 pre-tax fig- 
ure of 3.74% to an estimated 
comparable level of 3.85% for 
1958. Further gains appear to lie 
ahead in this percentage if in- 
terest rates generally continue to 
be firm around present levels. 
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Proposed Tax Changes 


& The question of a new 
formula for a Federal income tax 
on life insurance company earn- 
ings appears to be on the way 
towards a reasonably satisfactory 
long range solution. Uncertain- 
ties still exist in this connection, 
but the fear of radical treatment 
which existed early in 1958 when 
the “total income” approach was 
first suggested, appears to have 
abated. It is now generally felt 
that while the new tax law will 
provide for a substantial increase 
in income tax payments by the 
life insurance companies (from 
a current industry level of around 
$300 million to about $475 to 
$500 million), the law will be 
fair and not impossible to adjust 
to. This hope may prove to be 
not fully justified, but investors 
seem to be convinced that the 
solution will be palatable and 
just the elimination of the un- 
certainty about taxes will be 
beneficial. 


Insurance Shares versus Industrials 


& The rise in the general stock 
market, reflecting as it does, a 
belief that a period of business 
expansion lies ahead, has had a 
beneficial effect on the market 
for life stocks. These are basical- 
ly growth industry equities and 
when investors anticipate further 
expansion they may be expected 
to show a liking for life insurance 
company equities. It is not diffi- 
cult to develop figures which will 
show that while several of the 
best industrial growth stocks are 
being valued at better than 25 
times earnings in current securi- 
ties markets, life insurance com- 
pany stocks as a group are selling 
at an average of under 17 times 
adjusted earnings. This is shown 
in the accompanying table. In 
computing the adjusted earnings 
of the life insurance companies, 
estimates of paid acquisition 
costs have been added back to 
earnings in order to provide what 
is generally considered to be a 
sound basis for comparison. 

Within the past decade there 
has been a growing investor in- 
terest in life insurance company 
stocks. In addition to individual 
investors a number of such in- 
stitutional investors as pension 
funds, investment trusts and uni- 
versity endowment funds have 





made substantial investments in 
these stocks. In addition several 
fire and casualty insurance com- 
panies, as previously mentioned, 
have acquired all the shares of 
some life insurance companies. 
This increasing demand has 
pressed upon a rather static and 
small available supply of shares. 
Since life insurance companies 
generally supply all of their new 
capital needs by retention of the 
major portion of their earnings, 
they rarely resort to financing by 
the sale of additional shares. 
Thus the initially small supply 
remains small. 

®& Announcements of stock 
dividends and stock splits, which 
are understandably popular with 
investors, have been quite fre- 
quent in the life insurance stock 
field. This is shown in the accom- 
panying table of life insurance 
companies. Cash dividend in- 
creases also have been announced 
by a number of life insurance 
companies within the past year. 
These developments have drama- 
tized the large earnings reten- 
tions by most life insurance com- 
panies. These have resulted in 
building up surplus to a point 
where recognition is given to the 
existence of the surplus through 
payments to stockholders. 





Oil and Politics 
in Strategic South America 





(Continued from page 475) 


may have done more harm than 
good. Mr. Haight questioned not 
only the ethics but also the legal- 
ity of the increase, stating that 
many oil companies “will now 
feel that they have been defraud- 
ed” and that the government’s 
measure has resulted in “the de- 
struction of confidence and under- 
standing” on the part of the fore- 
ign oil companies. The universal 
reaction in Caracas to the Creole 
statement was one of resentment 
over the fact that a private com- 
pany had challenged the act of a 
sovereign government. Charges 
of “Yanqui-imperialism” and fore- 
ign intervention were hurled 
against the American companies. 

Undoubtedly, tempers on both 
sides will soon calm down. Fur- 
thermore, the new President is 
known to be an intelligent and 
reasonable man with no intention 
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to kill the goose that has laid so 
many golden eggs for his country. 
In fact, nobody in Venezuela — 
not even the Communists — are 
out to abolish the foreign oil in- 
dustry in Venezuela, either by 
nationalization or by prohibitive 
taxes. Thus, if rationalism pre- 
vails over nationalism—and there 
is every reason to assume that it 
will — American oil companies 
will continue to enjoy good earn- 
ings in Venezuela. 


Break-through in Argentina 


Outside of Venezuela the most 
important oil developments in 
Latin America are currently tak- 
ing place in Argentina. There, the 
need for oil development and red- 
hot nationalism have been on the 
warpath against each other for a 
long time. In fact, the most im- 


portant single reason for the 
downfall of dictator Peron in 


1955 was the concession agree- 
ment he had signed with Stand- 
ard Oil of California. Argentinian 
nationalists feel that all oil de- 
posits should remain the property 
of the state and that concessions 
to private companies, especially 
foreign ones, represent an abro- 
gation of Argentinian sovereign- 
ty. This line of reasoning has in- 
fluenced Argentinian oil politics 
for a number of years. Its main 
expression is found in the govern- 
ment oil trust Y.P.F. which con- 
trols all phases of the country’s 
business (with the exception of 
two small and declining oil fields 
in the hands of Jersey and Shell, 
respectively). 

The trouble with Y.P.F. is that 
it has neither the capital nor the 
know-how to develop Argentina’s 
very large oil potential. Thus, 
while the country has probably 
enough of the black gold in its 
subsoil to fill all its needs and 
have a surplus left over for ex- 
port, it must presently import 
155,000 barrels of oil daily at an 
annual cost of $300 million, since 
its own production supplies less 
than 40 percent of total demand. 

When Peron in his last year in 
office finally recognized that the 
drain of oil imports was more 
than the country could bear, he 
made the fateful deal with Cali- 
fornia Standard. Ironically, the 
man who attacked him most ve- 
hemently for giving a concession 
to a foreign oil company was Ar- 
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turo Frondizi who is now Argen- 
tina’s President. As it turned oui, 
Senor Frondizi is not just » 
gringo-baiting nationalist. He is 
also quite aware that Argentina’s 
own oil potential must be devel- 
oped or the country’s economic 
growth will stagnate. Since he 
could, obviously, not offer the for- 
eign oil companies regular con- 
cession agreements, he hit upon a 
new idea. He had a law passed 
affirming that all oil was the sole 
property of the state. Having 
thus assured his people that no 
foreign “capitalist vulture” would 
deprive Argentina of its natural 
resources, he approached a num- 
ber of large Western oil compa- 
nies with the proposal that they 
develop the oil for Y.P.F. on a 
contract basis. 

It is an indication of the great 
flexibility of the international oil 
companies that they did not re- 
ject this very unorthodox propo- 
sal, but sat down and started to 
negotiate with the Frondizi gov- 
ernment. The result of these ne- 
gotiations is a series of five agree- 
ments, each different from the 
other. 

The first agreement was signed 
with Pan American International 
(a subsidiary of Standard of In- 
diana). It is essentially a develop- 
ment contract for a million-acre 
area in Patagonia. The Argen- 
tinian government will pay Pan 
American $1.67 per barrel of oil 
produced of which 60 percent will 
be in dollars and the rest in pesos. 
Pan American has agreed to de- 
liver all oil to the government oil 
agency and to drill at least 50 
wells per year. 

The next agreement was signed 
with the New York investment 
firm of Carl M. Loeb, Rhoades 
and Company. The firm will 
spend $100 million to finance the 
drilling of oil wells in western 
Argentina. Loeb, Rhoades will re- 
ceive 50 percent of the foreign 
exchange saved as a result of the 
oil and gas produced under the 
contract, payments to be made in 
dollars. The firm has already re- 
tained Kerr-McGee Oil Industries 
as its drillers, Signal Oil and Gas 
and Union Oil & Gas of Louisiana 
are also participating in the ven- 
ture. 

A yet different type of contract 
was made last fall with Union Oil 
Company of California. It covers 
an area of four million acres on 
which Union Oil must spend a 





minimum of $5 million in the 


next two years for wildcat drill- j 
ing. The total length of the con- J 


tract for wildcatting, develop- 


ment and production is for 25 


years. Union Oil will receive pay- 


ment of $2.00 per barrel of oil § 


produced but out of this it must 
build a pipeline to the coast. 


Finally, last month Y.P.F. sign- | 


ed two further agreements, one 


agreement with Jersey provides 
for development of a large semi- 


proven area in the Neuquen prov- J 


ince. Jersey will receive approy- 
imately $2.00 per barrel, to ke 
paid in pesos and undertakes to 
build a $23-million pipeline for 
which Y.P.F. will reimburse it 


over a 30-year period. The Shel § 


group agreement is largely for 
wildeatting along the coastal 
area. Shell is to be reimbursed 
for all its expenses and will re- 
ceive half of the profit from anv 
oil production. It is to be paid no 
in currency but in kind (oil). 


The differences between thx 
various contracts reflect largely 
the differences in the oil poten 
tials of the various areas. 

Jersey which takes a relatively 
small risk, since oil is definitely 
known to exist on its acreage, 
will only get a fixed sum in pesos 
for each barrel of oil produced. 

Shell, on the other hand, which 
undertakes to explore a new area, 
will be reimbursed for all its ex- 
penses and will receive 50 percent 
of the profits, all to be paid in oil 
which is probably a sounder cur- 
rency than the peso. 

The importance of the Argen- 
tinian contracts lies not only in 
the boost which they will give to 
that country’s economy. Even 
more important could be the fact 
President Frondizi might have 
found a way by which the super- 
sensitive issue of nationalism can 
be taken out of foreign oil con- 
tracts. Countries like Brazil and 
Chile, whose oil potential has only 
been partially developed by gov- 
ernment monopolies, are watch- 
ing Argentinian developments 
with great interest. If Frondizi 
can survive the present heavy po- 
litical attacks against him and 
maintain the validity of the new 
oil contracts, Brazil and Chile, 
and eventually perhaps even Mex- 
ico, are likely to follow his ex- 
ample. END 
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1959 Import-Export Outlook 
For American Business 





(Continued from page 473) 


advantage of anticipated market 
growth in an area with as great 
a potential as the United States. 
Investors should not overlook the 
sign ficance of this action. Prof- 
mn Overseas operations are 
considerably higher than in the 
Uni'ed States. (See my article in 
The Magazine of Wall Street for 
Octcber 25, 1958, “Strengthen- 
ing Your Investment Position 
Through American Companies 
wit Important Foreign In- 
tere sts.”’) 


Trade Trends Affecting Investors 


I. these days of high U. S. in- 
con e taxes and creeping inflation, 
it i. more important than ever to 


| consider the world trade position 


of a company before buying 
sto. k. With increasing emphasis 
abioad on economic expansion 
anc raising living standards, the 
lonz-run growth opportunities 
strain the imagination. Investors 
should consider carefully the 
types of industries which will 
profit most from foreign demand 
in the years ahead. The composi- 
tion of U. S. exports is constant- 
ly changing, and many of the 
items that did well in the past 
hold considerably less promise for 
the future. 

Unlike most industrial 
countries, the United States is a 
large-scale exporter of raw Mma- 
terials as well as manufacturers. 
However, the most profitable part 
of our export trade is fabricated 
products. In recent years our ex- 
port sales of primary commodi- 
ties have been somewhat erratic, 
and largely sold under programs 
of government subsidy and sur- 
plus disposal. 

In the case of cotton, for ex- 
ample, exports in the past several 
years have fluctuated between the 
extremes of 2 and 714 million 
bales annually, while wheat ex- 
ports have varied from about 200 
to 550 million bushels. Corn, rice, 
tobacco, and dairy products are 
other commodities being sold 
abroad, not for a profit, but at 
considerable loss to the U. S. tax- 
payer under disposal programs. 
At the same time, these mark- 
down sales have earned us the 
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The Board of Directors at its meeting 
January 8, 1959, declared a 10% stock 
dividend payable on March 12, 1959, 
to stockholders of record February 4, 
1959. 

The warrant states that no dividend 
shall be payable or accrue with respect 
to the warrant; further, the warrant 
does not provide for any adjustment of 


ARMOUR 
January 14, 1959 





Notice to holders of 
ARMOUR AND COMPANY 
STOCK PURCHASE WARRANTS 


Continental Illinois National Bank and Trust Company of Chicago, Chicago, Ill. 
or 
The Chase Manhattan Bank, New York, N.Y. 
AND COMPANY 


John Schmidt, Secretary 


rights in the case of a stock dividend. 
Holders of warrants may exercise their 
rights to purchase Common stock, at 
$15.00 per share, on or before February 
4, 1959, in order to become stockholders 
of record for the stock dividend. 

A current prospectus on the Common 
stock may be obtained from one of the 
following: 











enmity of our allies and bitter 
charges of dumping. 

In contrast, the United States 
has demonstrated a most profit- 
able export leadership in the field 
of mechanically processed, highly 
fabricated, and mass produced 
goods. This is where U. S. indus- 
trial technology, applied research, 
and the constant development of 
new commercial products has 
paid off. Under this heading we 
find all types of machinery, elec- 
trical equipment, aircraft, ve- 
hicles, precision instruments, 
specialized chemicals, lubricants, 
pharmaceuticals, and high qual- 
ity steelmill products. 

Most of the leading items in the 
above categories did not appear 
on export lists two decades ago. 
The historical role of the United 
States is to furnish the ma- 
chinery and equipment for other 
countries creating, expanding, or 
up-dating their own. industrial 
plants. As these overseas indus- 
tries grow, U.S. exports of many 
older manufacturers diminish in 
importance—textiles, hardware, 
kitchen utensils, small appliances, 
and even automobiles. 

Here are some of the exports 
that will be leading the list in 
coming years, with thriving home 
markets as well. These are the 
growth lines by any standards, 
and investors should mark them 
well: 

*Automation equipment... a big 
potential in the Common Market 
countries as integration makes 
feasible mass production in the 
U. S. manner. 

*Electronic needs . . . computors, 


machines, navigation 
and communication aids. The 
U. S. is years ahead here and 
manufacturers can not keep up 
with demand. 

*Atomic generators .. . and nu- 
clear equipment for research, 
medicine, and other purposes. We 
are only on the threshold—this 
will be a growing market for 
years to come as foreign countries 
seek nuclear reactors and special 
materials. 

*Telephone & telegraph appara 
tus ...a tremendous sales poten- 
tial here as some countries are 
just beginning to install com- 
munications systems and others 
have equipment badly outdated. 

*Photographic supplies . . . mi- 
crofilm and recordak needs for 
business records, movie cameras, 
industrial photography. 

*Pharmaceuticals . . . rising liv- 
ing standards are creating fan- 
tastic sales increases for wonder 
drugs, antibiotics, immunizers, 
antitoxins, vitamins, etc. 

*Chemicals . . . growing world- 
wide consumption of insecticides, 


business 


fertilizers, fungicides,  refrig- 
erants, preservatives, additives, 
industrial specialties, plastics, 


synthetics, ete. 

*Machinery of all kinds, the key 
to the technological revolution... 
earthmoving & _ roadbuilding, 
heavy construction, mining, elec- 
trical, industrial, and mechanized 
farm equipment. 


Foreign Investment Boosts 
Trade Earnings 
An increasingly profitable as- 
pect of U. S. foreign trade is 
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E CONTINENTAL 
z CAN COMPANY, Inc. 
169th 
COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 14, 
1959, to stockholders of 
record at the close of busi- 
ness February 20, 1959, 


57th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1959, to 
stockholders of record 
at the close of business 
March 13, 1959. 


LOREN R. DODSON, 
Secretary 











represented by direct American 
investment abroad to provide 
“U. S. goods” from sources be- 
yond our shores. Since World 
War II about $22 billion of such 
private U. S. capital has flowed 
overseas. About one-third of this 
is invested in branch plants and 
manufacturing subsidiaries that 
produce, according to U. S. stand- 
ards, trademarked goods which 
were formerly exported directly 
from the United States. 

As pointed out above, new im- 
petus is being given this type of 
investment by the European 
Common Market. Much the same 
considerations earlier prompted 
U. S. companies to. establish 
manufacturing subsidiaries with- 
in the British Commonwealth to 
benefit from the imperial prefer- 
ence system. Automobile plants, 
for example, were set up in Can- 
ada and Great Britain by Ford 
and General Motors in the 1930's. 

In effect, U. S. export earnings 
are also bolstered by American 
investment in raw material pro- 
duction. overseas destined for 
markets other than the United 
States. For example, U. S. com- 
panies control about half of Mid- 
dle East oil production, yet only 
a fraction of this finds its way to 
the United States. The balance 
is sold chiefly in Europe, an area 
that in prewar days relied heavi- 
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ly on oil imports directly from the 
United States. But we no longer 
have an export surplus of oil. 

A third way in which U. S. 
overseas investment creates fore- 
ign trade earnings for American 
business is through licensing of 
patents, formulas, industrial tech- 
niques, and other forms of know- 
how. Here again “American 
goods” are being sold abroad, and 
foreign trade profits repatriated, 
without actual exports from the 
United States. The attraction 
here is that the risk involved and 
the capital commitment is far less 
than for establishing foreign 
branches, yet the net returns are 
sometimes nearly comparable. 
Currently, more than 650 Ameri- 
can firms are known to have li- 
censing agreements directly with 
foreign unaffiliated companies. 
END 





For Profit and Income 





(Continued from page 485) 


Stores around 55, yielding nearly 
5.5% on a $3 dividend, by Gimbel 
Bros. at 38, yielding about 4.7% 
on a $1.80 dividend; and, in the 
variety field by Kresge at 33, re- 
turning 4.9% on a $1.60 rate, and 
Woolwor th, yielding over 4.2% at 
59 on a $2.50 dividend. END 





Inflationary Market Continues 





(Continued from page 457) 


to earnings some years hence. In- 
dicative of the professional touch 
are the sometimes rapid shifts in 
stock-group behavior. Investors 
do not quickly shift in any great 
way from drugs to electronics to 
air lines, which is one of the re- 
cent professional-flavored se- 
quences of rotation. 

The Administration is taking a 
stronger stand against inflation 
than ever before. What, if any- 
thing, will come of it remains to 
be seen, since the pressure for in- 
flationary spending centers in the 
Democrat Congress, and since the 
labor union monopolies continue 
to press for inflationary wage 
boosts. There is nothing inflation- 
ary in the indicated supply of, 
and demand for, materials and 
goods. Avoid adding to your risks 
at this market level. 

—Monday, January 26. 
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Women and Thomas Harrow 
By JOHN P. MARQUAND 


John P. Marquand’s first major nove 
since SINCERELY, WILLIS WAYDE is like. 
ly to be ranked by discerning people a 
the equal of WICKFORD POINT and POoIny§ 
oF No RETURN. This time the autho 
has turned for inspiration to the worl 
of the theatre, in which he has a 
personal and frustrating experience 
WOMEN AND THOMAS HArRROw is a big 
novel, deeply concerned with the con 
flict between the creative mind and the 
inhibiting pattern of worldly success 
wryly satirical and humorous with 
those deft touches for which Mr. Mar. 
quand is justly renowned. 

The protagonist is Thomas Harrow 
a successful, fashionable playwright on 
the brink of financial ruin, largely 
through his own fault. The scene, when 
it is not flashed back to the theatrical 
world of New York, is Clyde, the ld 
New England town which has been «he 
scene of so many of Marquand’s novels, 
and the beautifully restored Federaiist 
house which is Harrow’s special joy 
The women in his life are the aunt 
who brought him up; Rhoda, the loval 
girl whom he first married and never 
should have left; Laura, the actress, 
who was a passing fancy and is cur- 
rently one of the causes of his financial 
distress; Miss Mulford, his understand- 
ing secretary; and Emily, his present 
wife, a thoroughgoing shrew. 

Walter Price, an old friend and mar- 
velous liar, whose morning ritual is to 
drink a glass of gin while lying in a 
cold bath, is staying in the house, as is 
Harrow’s son, Harold. The crisis that 
is impending is due to the collapse of 
a musical, which Harrow had insisted 
on producing and backing. Emily wants 
to leave Clyde, which she hates, and 
move to Easthampton. Indeed, move 
she must, because the Clyde house and 
cars and all the rest will have to be 
sold to satisfy the creditors. But mean- 
while she doesn’t know this, and one of 
the best climaxes of the book is when 
she is told just before a stuffy dinner 
party. After this and with appropriate 
reversions to the present, the whole 
career of Thomas Harrow is reviewed. 
At the end he sees Rhoda again, a 
Rhoda married to a safe future and a 
stuffed club; and for a moment there 
seems to be a chance that a fresh start 
can be made. But Harrow realizes he 
must face the future alone, for what- 
ever it may hold. 

The cast of characters is an un- 
forgettable one, whether the figure is 
in a minor role, such as Alfred, the 
colored butler, or the local clergyman, 
or the boys and the girl from the high- 
school newspaper, or in a major role - 
Rhoda and Emily and Walter Price, 
and Arthur Higgins, the great producer 
and director. WOMEN AND THOMAS 
HARROW may well be considered the 
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crowning achievement of Mr. Mar- 
quand’s literary career. 1 
Little, Brown $4.75 
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Profits Continue to Mount 


On Foreeast Recommendations 





SOUND PROGRAM 


FOR 1959 
\ FULLY ROUNDED SERVICE 


tor Protection— Income—Profit 


There is no service more practical . . . more 
definite . . .more devoted ta your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
vcrious aims . . . with definite advices of what 
ard when to buy and when fo sell. 


Pogram 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

P-ogram 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Frogram 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. . - 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 


Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 








Complete service will start at 
date as officially be- City 
ginning one month from the day 
your check is received. Sub- 
scriptions to The Forecast are 
deductible for tax purposes. 


once but 


JANUARY 31, 





Mail Pn on 
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Gn our previous advertisement we called attention to the 
substantial profits on the stocks in our open position. Our 
latest monthly audit shows that these gains have continued 
to mount for our subscribers. 


—Since mid-December our Reynolds Tobacco has soared 
12% points and is now 100 compared with our buying 
price of 55%. 

—Our American Tobacco has added 10, points more to 
hit a peak of 105 contrasted with our purchase price 
of 77. 

—Southern Pacific which we recommended last June at 
44 is now 683% and Denver & Rio Grande Western, re- 
commended then at 393%, is 605, — both having recently 
pushed to new highs. 


In the list of our 18 current Forecast stocks there are 
other leaders including International Telephone & Tele- 
graph which we have been holding for sometime, since re- 
commending it at 1814 —and which hit a new high of 65%, 
following the announcement of the proposed 2-for-1 stock 
split. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959 


By enrolling now you will receive the names of all our 
new and coming recommendations. Once you buy them you 
will have the security of knowing that we will advise you 
from week to week in our bulletins just how long each stock 
should be retained—when to take profits and where and 
when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 





SPECIAL OFFER—Includes one month extra FREE SERVICE 











Today 
SPECIAL OFFER 


"SERVICE $75 

“Service =» 125 
Name 
Address 





THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose [) $75 for 6 months’ subscription: [] $125 for a year’s subscription 


Air Mail: [1 $1.00 six months; [] $2.00 
one year in U. S. and Canada. 

Special Delivery: ([) $7.80 six months: 
C) $15.60 one year. 


Your subscription shall not be assigned at 
any time without your consent. 








(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 

() Telegraph me collect your Forecast rec- 
ommendations .. . hen to buy and 
when to sell . . . when to expand or con- 
tract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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4—AGRICULTURAL IMPLEMENTS 


H—Deere 

Int. Harvester 
L —Minn.-Moline 
L —Oliver 


3—AIR CONDITIONING 
Carrier 
L —Fedders-Quigan 
H—Trane Co. 


10—AIRCRAFT 
H—Bendix Aviation 
Boeing 
Curtiss-Wright 
H—Douglas 
H—General Dynumics 
H—Lockheed 
Martin 
No. Amer. Aviation 
Republic Aviation 
H—United Aircraft 


7—AIRLINES 
L—Am. Air Lines 
L —Braniff 
Eastern Air Lines 
L —Northwest Air Lines 
tL —Pan American 
L —Trans-World 
United Airlines 


4—ALUMINUM 
H—Aluminum Co. Amer. 
Aluminium Ltd. 
Kaiser Aluminum 
H—Reynolds Metals 


5—AMUSEMENTS 
L —Am. Broadc. Par. 
. —Loew’s 
lL —Republic Pictures 
20th Century Fox 
L —Warner Bros. 


6—AUTO ACCESSORIES 
Borg Warner 
lL —Budd Co. 
Elec. Auto-Lite 
Elec. Storage Batt. 
lL —Houdaille Inds. 
Rockwell Standard 


7—AUTOMOBILES 
Amer. Motors 
H—Chrysler 
H—Ford Motor 
H—General Motors 


Mack 
l —Studebaker-Packard 
H—White 


4—BAKING 
Amer. Bakeries 
Continental 
. —General Baking 
H—Nat. Biscuit 


4—BUSINESS MACHINES 


lL —Sperry Rand 


6—CHEMICALS 
H—Air Reduction 
H—Allied Chem. 
H—Amer. Cyanamid 
L —Comm. Solvents 
H—Du Pont 
H—Union Carbide 


4—COAL MINING 
Consolid. Coal 
L—lehigh C. & N. 
L —Leigh Valley Inds. 
Ll —Peabody Coal 


4—COMMUNICATION 
L —Am. Cable & Radio 
H—Amer. Tel. & Tel. 
H—General Telephone 
Western Union 


10—CONSTRUCTION 
Lt —Am. Radiator 
H—Bestwall Gypsum 
l —Certain-teed 
Crane 


The Magazine of Wall Street's 


COMMON STOCK INDEX 


1959 Grouping of the 300 Component Issues 


H—Component of the 100 HIGH PRICED STOCK Group 
L —Component of the 100 LOW PRICED STOCK Group 


H—Flintkote 

H—Johns-Manville 
Lone Star Cement 

H—Nat. Gypsum 

H—Otis Elevator 

L —Walworth 


6—CONTAINER 
H—Am. Can 
lL —Container Corp. 
H—Continental Can 
L —Crown Cork 
L —Nat. Can 
H—Owens- Ill. Glass 


6—COPPER MINING 
H—Anaconda 
t —Calumet & Hecla 
Inspiration 
H—Kennecott 


Miami 
H—Phelps Dodge 
2—DAIRY PRODUCTS 


H—Borden 
National Dairy 


6—DEPARTMENT STORES 
H—Allied Stores 
Associated Dry Goods 
H—Federated 
Gimbel Bros. 


Macy 
Marshall Field 


5—DRUGS—ETHICAL 
H—Abbott Labs 
H—Merck 
Parke Davis 
H—Pfizer 
Schering 


6—ELECTRICAL EQUIPMENT 
Allis-Chalmers 
H—Cutler Hammer 
H—Emerson Elec. 
H—General Electric 
Square D 
H—Westinghouse Elec. 


3—FINANCE COMPANIES 
lt —Amer. Invest 
H—C. |. T. Financial 
H—Commercial Credit 


5—FOOD BRANDS 
H—Corn Products 
H—Gen. Foods 
L —Libby McNeill 
L —Stokeley-Van Camp 
H—Stand. Brands 


3—FOOD STORES 
Food Fair 
H—Kroger 
Safeway 


5—GOLD MINING 
lL —Benguet 
L —Campbell Red Lake 
L—Dome Mines 
L —Giant Yk. 
Homestake 


4—INVESTMENT TRUSTS 
Adams Express 
lL —Atlas Corp. 
Lehman Corp. 
Tri-Continental 


3—LIQUOR 
Distillers-Seagrams 
Nat. Distillers 
Schenley 


8—MACHINERY 
H—Am. Mach. & Fndry. 
Babcock & Wilcox 
Blaw Knox 
Bucyrus-Erie 
H—Caterpillar 
Fairbanks Morse 
Foster Wheeler 
H—Worthington Corp. 
3—MAIL ORDER 
Montgomery Ward 
Sears Roebuck 
L —Spiegel 


4—MEAT PACKING 
L —Armour 
. —Cudahy 
Swift & Co 
L —Wilson 


5—METAL FABRICATING 
Bridgeport Brass 
General Cable 
lL —Mueller Brass 
Revere 
L —Scovill 


9—METALS, MISCELLANEOUS 

L —Am. Metal-Climax 
Am. Smelting 

L —Am. Zinc 

Lt —Callahan Mines 

H—Int. Nickel 

L —Pacific Tin 
St. Jos. Lead 

lL —Sunshine Mining 
Vanadium 


4—PAPER 
H—Crown Zellerbach 
H—Int. Paper 
St. Regis 
Union Bag 


20—PETROLEUM 


Atlantic Refining 
H—Cities Service 
H—Continental Oil 
H—Gulf Oil 

Ohio Oil 

Phillips Pet. 

L —Plymouth Oil 

Pure Oil 
H—Richfield 

Royal Dutch 
H—Shell Oil 
H—Socony 
H—Sinclair 
H—Stand. Oil Calif. 

Stand. Oil Ind. 
H—Stand. Oil N. J. 

Stand. Oil Ohio 
L —Sunray-Midcontinent 
H—Texas Co. 

L —Tide Water Assoc. 


21—PUBLIC UTILITIES 


Am. Elec. Power 
L —Cent. Huds. G. & E. 
H—Cent. & S. W. 
Cleveland Elec. 
L —Columbia Gas 
Commonwealth Ed. 
H—Consol. Edison 
H—Consumers Pr. 
Detroit Ed. 
L—L. i. Lighting 
Middle So. Utils. 
lL —New Eng. El. Sys. 
Niag. Mohawk Pr. 
lL —Northern States Pr. 
H—Pac. Gas & Elec. 
H—Penn. Pr. & Lt. 
Phila. Elec. 
Pub. Ser. E. & G. 
South Carolina E. & G. 
H—Southern Calif. Ed. 
Southern Co. 


6—RAIL EQUIPMENT 
C F Inds. 
lL —Alco Products 
Am. Steel Foundries 
Ll —Baldwin Lima 
H—Pullman 
lL —Westinghouse Air Brake 


20—RAILROADS 


L —Atchison 
H—Atlantic Coast 
& O. 


H-—C. & O. 
L—Chi. Milw. St. P. & P. 
L—D. & H. 
L—D. L. & W. 
L —Erie 
H—Gt. Northern 
il. Central 
H—Kansas City So. 
L —Lehigh Valley R.R. 


L—N. Y. Central 
North, Pac. 

L —Penn. R. R. 

L —St. L.-San Fran. 
Seaboard Air Line 

H—So. Pac. 

H—So. Ry. 
Union Pacific 


3—SOFT DRINKS 


L —Canada Dry 
H—Coca-Cola 
L —Pepsi-Cola 


12—STEEL & IRON 


Alleg. Ludium 
H—Armco 

Beth. Steel 
L —Colo. Fuel & Iron 
lL —Detroit Steel 
H—Inland Steel 
L —Interlake 

Jones & Laughlin 
H—Nat. Steel 
H—Republic Steel 
H—U. S. Steel 
H—Youngstown Sheet 


4—SUGAR 


L —Cuban-American 
Great Western 

L —Manati Sugar 

L —Vertientes-Camaguey 


2—SULPHUR 


H—Freeport 
L —Texas Gulf 


11—TELEVISION & ELECTRONICS 


lL —Admiral 
L —Emerson Radio 
L —Gen. Instrument 
H—Int. Tel. & Tel 
Magnavox 
H—Motorola 
L —Philco 
R. C. A. 
Raytheon 
H—Texas Instr. 
H—Zenith 


5—TEXTILES 


Am. Viscose 
L —Burlington Inds 
l —Celanese 
L —Textron 
lL —United Merchants 


3—TIRE & RUBBER 


H—Goodrich 
H—Goodyear 
U. S. Rubber 


5—TOBACCO 


H—Am. Tobacco 
H—Liggett & Myers 
H—Lorillard 

Philip Morris 
H—Reynolds Tob. ‘'B”’ 


3—VARIETY STORES 


Kresge (S. S.) 
Murphy (G. C.) 
H—Woolworth 


20—UNCLASSIFIED 


Am. Bosch 
lL —Avco 
lL —Continental Motors 
lL —Curtis Pub. 


H—Eastman Kodak 


Ll —Fawick Corp. 
L —Gen. Am. Inds. 
lL —Graham-Paige 


lL —Greyhound 


Ll —Heyden-Newport 
lL —Penn-Texas 
L —Pitts. Screw 


H—Procter & Gamble 
lL —Ranco 


Rexall Drug 
L —Symington-Wayne 
United Fruit 
L —United Industrial 
L —U. S. Inds. 


lL —United Whelan 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More!) 


iid 
/ /, / ost investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
. . . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








ia information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee... 
can benefit you. 


and to answer any questions as to how our counsel 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 


120 WALL STREET 


NEW YORK 5, N. Y. 
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This man has an electrifying job 


Every day, this technician sends thousands of 
tiny electric shocks through containers of ciga- 
rette tobacco. This unique “‘shock test”’ is a devel- 
opment of the Research Laboratory of The 
American Tobacco Company. 

The shocks are registered on a meter (above) 
which measures the electrical conductivity of the 
tobacco. Since conductivity varies with the 
amount of moisture present, the test actually re- 
veals the tobacco’s moisture content. 


This moisture check is one way of guarding 
the taste of our cigarettes. Too much moisture 
can make a cigarette burn too slow, taste flat. 
Too little can make it burn too fast, also spoiling 
the taste. So this test, like dozens of others, is 
repeated thousands of times each year in our 
factories. 

It’s one more way The American Tobacco 
Company uses its 54 years of experience with 
tobacco to produce cigarettes of matchless quality. 


Me thentabihis Tine Ceapeny 


FIRST IN 


CIGARETTE 


RESEARCH 


LUCKY STRIKE + PALL MALL* HIT PARADE * HERBERT TAREYTON + DUAL FILTER TAREYTON 




















